STATE OF INDIANA Mitchell E. Daniels, Jr.
OFFICE OF THE GOVERNOR Governor

State House, Second Floor
Indianapolis, Indiana 46204

December 28, 2011

The Honorable Secretary Kathleen Sebelius
Department of Health and Human Services
200 Independence Avenue, SW
Washington, DC 20201

Dear Secretary Sebelius:

The State of Indiana has operated the successful and popular Healthy Indiana Program
(HIP) under an 1115 waiver for four years. We believe it has more than met the goals of
a demonstration program to show conclusively that the Medicaid population is well
served by a consumer driven health plan. Participants have responded positively to the
prevention strategies we employ and have made more appropriate utilization of the health
care system.

Today, on behalf of the 50,000 current HIP participants and the approximately 500,000
Hoosiers who will be newly eligible to receive Medicaid in 2014, we are submitting a
request to extend the Healthy Indiana Plan (HIP) through an 1115 waiver request for the
maximum allowable time period. This year, the Indiana Legislature passed a law
(Indiana Code 12-15-44.2), on a bi-partisan basis, that calls for HIP to be the coverage
vehicle for the Medicaid expansion in 2014. Our intent is to make HIP a permanent part
of our Medicaid program. However, due to the delinquent release of regulations, your
agency was unwilling to respond to our original request to amend our State Medicaid
Plan. This waiver submission is our final attempt to save the HIP program.

HIP has proven to be far superior to a traditional Medicaid program. Over 99% of HIP
participants that were surveyed would re-enroll in the program. Eighty percent of HIP
participants completed their preventive services required for their personal POWER
account rollover. Members have lower non-emergency ER use versus the traditional
Medicaid population, higher generic drug use than a comparable commercial population,
and over 97% pay their required contributions on time. HIP gives dignity to its
participants. It believes in their ability to make consumer driven choices and value based
decisions when they seek health care.

Because of the new federal law, Indiana will have to absorb between 350,000 and
500,000 new Medicaid participants in 2014. When combined with current participants,
almost a fourth (1.5M individuals) of the state’s population will be served by Medicaid.
Should the Supreme Court uphold the Affordable Care Act and the Medicaid expansion,
collectively our State's leadership believes that new Medicaid participants should not be
consigned to a traditional paternalistic program that fosters dependency, raises costs and
does not improve health outcomes.



The HIP waiver expires on December 31, 2012. While advocating for the passage of the
Affordable Care Act, President Obama said, “If you are happy with your health
insurance, you can keep it.” We are hopeful you will prove that the administration will
honor that commitment by granting our request. If your agency does not approve our
waiver request, you will be ending coverage for thousands of Hoosiers. This transition, as
outlined in our waiver, will take at least six months and therefore, we request a response
no later than June 30, 2012.

Sincerely,

ME ikl

Mitchell E. Daniels, Jr.
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December 27, 2011

Cindy Mann, JD

Deputy Administrator

Center for Medicare and Medicaid Services

Director

Center for Medicaid CHIP, and Survey and Certification
7500 Security Boulevard, Mail Stop S2-26-12
Baltimore, MD 21244

Dear Director Mann:

The attached 1115 waiver renewal submission contains the required documents to request the
Healthy Indiana Plan (HIP) be renewed for the maximum allowable time. The current HIP 1115
Waiver expires December 31, 2012. The submission includes changes and additions authorized
by the Indiana General Assembly and requests the program be the coverage vehicle for the
Patient Protection and Affordable Care Act (PPACA) required Medicaid expansion. The
authorizing language can be found at Indiana Code 12-15-44.2.

The renewal request was prepared per the process outlined in the proposed rules for 1115 Waiver
submission published in the federal register March 14, 2011. The process included a public
comment period, and the feedback received is summarized in this application. The renewal
request also incorporates the language from the August 11, 2011 Medicaid Eligibility proposed
rule surrounding the new ‘Adult’ group.

Thank you for your consideration of our 1115 waiver renewal submission. We look forward to
working with you to approve our waiver renewal.

Regards,

C
Michael A. Gargano Patricia Casanova
Secretary Medicaid Director

cc: Verlon Johnson; Marilyn Tavenner

- www.IN.gov/fssa
E qual Opportunity/Affirmative Action Employer
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Section 1: Executive Summary

The groundbreaking Healthy Indiana Plan 1115 wailnonstration expires in December 2012
and per the Centers for Medicare and Medicaid 8es\iCMS) guidelines the State must submit
requests for waiver extensions 12 months beforgevaxpiration. To this end, Indiana submits
this request to extend the successful Healthy iadRlan (HIP) for the maximum waiver
renewal period of 3 years. The State’s intent isiake HIP a permanent part of the Medicaid
program for non-disabled adults. In 2010, thadnd Legislature passed Senate Enrolled Act
461, which became Indiana Code (IC) 12-15-44.2ingpfor HIP to be the coverage vehicle for
the newly eligible Medicaid population under the AGince CMS did not approved our state
plan amendment request we have no choice but tthaseaiver process to continue this
effective program. As a result of the recent desnto Medicaid eligibility initiated by the
Patient Protection and Affordable Care Act (PPA@AJY changes requested by the Indiana
General Assembly, this waiver renewal applicatimeiudes minor modifications to HIP, as well
as a request for HIP to serve as the coverageledbicindividuals newly eligible under the
PPACA Medicaid expansion, should PPACA withstarelSmpreme Court challenge.

The HIP demonstration project was approved in Déeera007, and the program began January
1, 2008. HIP covers caretaker and non-caretakdtsaop to 200% of federal poverty level
(FPL).! HIP represents one of the first Medicaid demotisingprojects that worked towards
harnessing the promise of consumerism through meparécipation to incentivize positive
health behaviors and improve health outcomes. pfbgram created Personal Wellness and
Responsibility (POWER) accounts modeled after He@Hvings Accounts (HSA) to encourage
enrollees to be consumers of health care senie®valuate cost and quality. Over three years
later, HIP has demonstrated significant successliieving its goals and remains the sole
Medicaid demonstration project modeled on the peds of consumer-driven health plans.

In 2010, the Indiana Legislature passed SenatdlEdract 461, which became Indiana Code
(IC) 12-15-44.2, calling for HIP to be the coveragicle for the newly eligible Medicaid
population under the ACA. This legislation als@a@ requirement for enrollees to make a
minimum contribution to their POWER account of $X¥8thually, allows not-for-profits to make
up to 75% of the members required contributiorh®ROWER account, authorizes Managed
Care Entities (MCES) to contribute to the POWERbact to incentivize positive health habits,
and changes HIP eligibility from 200% FPL to aligith the ACA expansion limit of 133% FPL
starting in 2014. The $160 annual contribution still be subject to requirements in IC 12-15-
44.2 that stipulate that enrollees may not spenertian 5% of their income in contributions
and copayments for health care; for individuals wdexch the 5% limit contribution
requirements will be suspended.

! Caretakers are a categorically eligible Medicapation; these individuals have a dependent utfeeage of
19. Non-caretakers are adults without dependentieruthe age of 19 that the HIP waiver grants tteteS
permission to cover to an enrollment cap of 36,5@lviduals, contingent upon the waiver's budgetitnaity
agreement.
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Over the first three demonstration years, HIP lesahstrated success. Between January 2008
and December 2010, HIP served 77,466 Hoosierswdrseparate independent evaluations of
the program, HIP members have shown high satistaetnd member satisfaction surveys
conducted by the contracted health plans showfaetiisn rates greater or comparable to
commercial plans. The HIP program has noted diffees in care utilization patterns compared
with traditional Medicaid programs, including grexatise of preventive care, lower Emergency
Room (ER) use, and increased utilization of gengn&rmaceuticals. Eighty-percent of HIP
enrollees complete the preventive services reqiimed POWER account rollover and over the
first 12 months of enrollment HIP member non-emeoyeutilization of the ER decreases by
14.8%°

HIP demonstrates that requiring contributions ofrthers results in significant differences in
utilization behavior. Within HIP itself, differeles in care utilization have been observed
between members who contribute to their POWER adcaud members who do not
contribute, suggesting that making contributions $ignificant impacts. Non-contributors
overall have a higher use of ER services and noergency ER visits that could be partially
explained by not having to pay into POWER accoudtsi-contributors have 66.8 non-
emergent ER visits per 1,000 members while contivitsthave 34.7 non-emergent ER visits
per 1,000 members. The non-contributing populatiogeneral suffers from higher
morbidity; however, the POWER account contributiand the influence of consumerism
cannot be ruled out as factors contributing to waist difference in utilization.

HIP policies to promote personal responsibilityéalso had a positive impact. HIP incents
individuals to obtain preventative health care ligveing the entire balance (State and
individual’s contribution) of their POWER Accourt tollover, reducing their required
contribution. To this end, members have engaggositive health behaviors including seeking
preventive services at rates higher than compatdbticaid populations, decreasing their non-
emergency use of the ER, and increasing theiratibn of services offered by primary care
physicians. HIP members are aware of their POWé&Rwnt balance and supportive of the
program: 94% are satisfied or highly satisfied withir coverage, and 99% of HIP enrollees
would choose to reenroll in the progrdr8urvey data collected by Mathematica in 2010
suggests that the majority of respondents knewféatyires of the program. For example, most
HIP members were aware of their POWER accountebeti that they had been given adequate
information about the account, and knew where ¢& for more information if they needed it.

HIP policy requires that individuals make their rtidp contributions within 60 days or face
expulsion from the program for 12 months. The vaafority of members pay their POWER

2 Data from Mathematica Data Enclosure, Decembe®201
® Ibid.
* Product Acceptance Research Telephone Surveyffitémbers, 2009.
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account contribution on time, and during the fivad years of the program only 3% of enrollees
were disenrolled for failing to pay their POWER @it contribution. While in 2010 this
number grew to 8% of enrollees, data for the fiedt of 2011 shows a decrease back to the 3%
level. In addition to POWER account payments, deeslare required to complete a
redetermination packet and return it in a timelynnmex. A Mathematica analysis for the first two
years of the program showed that 85% of HIP ergsllubmitted redetermination packets on
time. For the third year of the demonstration, 23#6% of enrollees submitted their
redetermination packet on time. These resultsestgpat HIP’s policies encourage members to
engage in their health care and that the membéus tlae program.

Eligibility and budget neutrality requirements wduémain the same in 2013, but the State
requests that disproportionate share hospital paig{®SH) not be diverted, since the State can
achieve budget neutrality without these funds. hwilie changes in Medicaid eligibility in 2014,
the caretaker and non-caretaker categories undebettome the ‘adult group’and this waiver
renewal application reflects the changes in theddaif Proposed Rulemaking (NPRM) on
Medicaid program changes published in the fedegikter August 17, 2011. Starting in 2014, if
the PPACA stands, all individuals under 133% FRieiree Medicaid coverage. The State
would like to designate HIP as the vehicle to cdtes newly eligible Medicaid population. The
State requests minor modifications to the waivet ludget neutrality agreement to correlate
with the recent legislation and the ACA.

The HIP program ends December 31, 2012, withoudiger extension. The State will need at
least six months to dismantle the program. Theegfwe ask that CMS make its decision by
June 30, 2012, so we can make the necessary piiepara

Section 2: Program Description and Background

HIP provides an alternative to traditional Medicart is the nation's first consumer-driven
coverage program for low-income adults. HIP feaweomprehensive high deductible health
plan and a modified Health Savings Account (HSAledathe POWER account, which invites
members to be thoughtful and engaged health cassuarers. Contingent on payment of a
monthly contribution to their POWER account, therent waiver provides HIP eligibility to
Hoosiers between the ages of 19 and 64, earniogvi#200% FPL, who have not had access to
employer sponsored insurance for at least six nsonth

As covering deductible costs is a known challermgddw income populations, HIP modifies the
traditional HSA model to make it compatible witthm@ancome needs and limitations. First, the
State subsidizes the POWER account to ensure tloeiaicis fully funded, up to the amount of
the deductible. It requires health plans to proyidgment to providers for deductible costs, even

® As described by th#&ledicaid Program: Eligibility Changes under the d¢fable Care Act atice of proposed
rulemaking at 435.119.
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though the account may not contain the individdallsannual contribution. The State also
ensures that the deductible is not a barrier tipierts receiving preventive services, as the first
$500 in preventive services are provided outsiéedtductible. While HIP contributions are not
tax deductible, most participants are below fedeo&kerty level and would not avail income tax
benefits from tax deductible contributions.

After a $1,100 deductible is met, the HIP prograciudes comprehensive health plan benefits
up to $300,000 annually and $1,000,000 lifetimecktdre waived from certain benchmark
requirement$.Instead of traditional cost-sharing of premiumd aopayments, HIP participants
make upfront contributions for their health camotigh required POWER account contributions.
The funds contributed to the POWER account are tespdy for deductible expenses.
Contributions are based on a sliding scale soitigiatiduals can afford to make the monthly
payments but still have "skin in the game." Thegpam ensures that no participant pays more
than 5% of their income, consistent with CMS rul&mployers are also allowed to contribute
up to 50% of the required contribution. Particitsamave control over how POWER account
dollars are spent and receive monthly statemenBQWER account expenditures and account
balances. If participants fail to make their cimitions within sixty days, they are removed
from the program and may not reenroll for twelventins. Unlike traditional premiums or
copayments, HIP members own their contributionsamedentitled to any unused contributions if
they leave the program. Additionally, HIP membe&r® receive required preventive services
are rewarded by allowing any remaining balancekdigtiog the State’s contribution-- in their
POWER account to rollover and offset required dbations in the next year. If individuals do
not complete the required preventive services trmdypro-rated balance of their individual
contribution rolls over. Any rollover amount caeduce required contributions in the following
year. The incentive is designed to increase thetipeeventive care. In the long term, the
regular use of preventive services under the Hifgnam should reduce costs and improve the
health of the individual and population.

HIP provides comprehensive benefits including ptigsi, inpatient, outpatient, mental health
services, pharmaceuticals, labs, and other thexadi® requires copayments for non-emergency
use of the emergency department; these copaymentsrom $3 to $25 dependent on an
individual’s caretaker status and his or her fedeoaerty level (FPL). Different from traditional
Medicaid programs, individuals are provided withntidy POWER Account statements and
Explanations of Benefits that explain costs of c@iteese provisions are aimed at increasing
members’ awareness of the cost of care and proghotinsumerism and efficient care seeking
behavior.

HIP promotes personal responsibility by requiringttmembers are timely with payments and
eligibility paperwork submission; otherwise, eneal$ face a twelve month penalty period before

® HIP is not a benchmark plan due to the lack ofemmity and dental coverage, and the annual anihiéecoverage
limits.
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they may reenroll in the program. This also ensthasindividuals do not enroll only when they
are ill and require treatment and then drop coweraigen they recover. HIP provides
reimbursement to healthcare providers at Medicatessy which in Indiana are higher than
traditional Medicaid, thus encouraging a more rolpugvider network. These increased rates
also improve enrollee access to care. HIP’s pssgi@vards meeting its program goals will be
discussed later in this document.

Section 3: Historical Narrative

In 2006, Indiana ranked second in the nation foidience of adult smoking, had poor general
health indicators, and a low rate of preventiveeadilization. Additionally in 2005, 860,000
individuals had been without health insurance in the last, ya@at 62% of these uninsured were
working age adults below 200% FPLPrior to HIP, the Indiana Medicaid program haé of

the lowest eligibility thresholds in the nation amly covered non-disabled caretakers up to
23% of FPL. There was little support to expandStege’s traditional Medicaid program as an
open-ended entitlement that could strain the Stdtetget in future years Additionally, a
traditional Medicaid plan had questionable abildysignificantly improve the health status of
individuals, a lack of incentives for participamsutilize health care appropriately, and the
structure did not promote personal responsibilityhile consumer driven health plans and HSAs
were used in the commercial marketplace, they loadhe@en used for low-income populations.
Based on input from numerous stakeholder meetfagsernor Mitch Daniels instructed his
staff to design a health care plan that incorpdratalth care consumerism and private market
principles. This ensured the maintenance of angald State budget by not creating an open-
ended entitlement program, and promoted healthémsiers.

Governor Daniels presented the design of the H¥gram to the public in November of 2006.

Once proposed, Republican State Senator Pat MiléiDemocrat State Representative Charlie
Brown championed the effort and sponsored Housdl 818 during the 2007 session of the
General Assembly. Through their leadership, tlogalma Check-Up plan, which contained the
enabling legislation for HIP, passed with bipartisapport with votes of 70-29 in the House of
Representatives and 37-12 in the Senate. HIPsliegdegislation only permits the State to

enroll as many individuals as its funding can supfmensure long term budget sustainability.
HIP enrollment is constrained by the number ofatsligenerated through a cigarette tax increase
included in the enabling legislation that funds phegram. This tax increase simultaneously
discourages smoking and youth smoking in the $tasedeclined since the passage of the law.

After the bill was passed in April 2007, the Fanalyd Social Services Administration (FSSA)
moved immediately to develop an implementation plath began negotiations with CMS to obtain

" U.S. Census Bureau, Current Population Survey JCR§ear average, 2003-2005.

8 State Health Access Data Assistance Center (SHADABiversity of Minnesota2003 Health Insurance for
Indiana’s Families SummatiAugust 2003).
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federal waiver approval. HIP began enrolling wogkage, uninsured adults on January 1, 2008,
seven months after passage of the enabling leigisland less than a month after receiving
approval for the program from the CMS.

An unforeseen challenge of HIP was the pent-up den@r services in the uninsured

population. Initially, the HIP population used\gees at a greater rate than the traditional
Medicaid population, likely due to untreated disgesmsthis previously uninsured population.
However, since inception, HIP members have takearatdge of preventive services, lowered
their non-emergency ER use, and learned to mamagechronic conditions through the use of
prescription medications. Over the course of Hie,program has met and exceeded the State’s
performance expectations. The State remains copuhtitHIP as a program that provides
quality care to low income individuals while embragthe principals of consumerism.

3.1 Contract Modifications

HIP has evolved over the course of the demonstratid the beginning of the program, HIP
contracted with two MCEs, Anthem and MDwise and &ddird Enhanced Services Plan (ESP)
that is separate but is operated by the Statelsrisg pool, the Indiana Comprehensive Health
Insurance Association (ICHIA), to provide coordedicoverage for HIP members with high risk
conditions. During the first three and a half weaf the program, the contracts governing the
State’s relationship with Anthem and MDwise weredified to contain costs, better serve
members, streamline ESP, and ensure that the M&Eaimed on stable financial footing.

The initial contracting period in 2007 selected twanaged care plans Anthem and MDwise, in
collaboration with AmeriChoice,that leveraged comeisd experience and HSA experience.
However, in the 2009 contract year, MDwise chargdatontractors to ACS which handles
MDuwise claims processing and member billing. Agtin some capacity as a third health plan
option ESP is administered on an ASO basis thrdGghA.

In 2008, both Anthem and MDwise ended the year Woiglses as the capitation rates did not
reflect the pent-up demand for services and highatdie burden of a previously uninsured
population. Non-caretakers in general had higbstscthan caretakers. The State amended the
risk-sharing arrangements in their 2009 HIP com¢tadhe amended contracts included higher
monthly capitated rates for caretakers and a sisp{brovision for non-caretakers (effective
retroactively to January 2009), and new criteriatfi@ high risk pool. CMS approved the
amended contracts in mid-December 2009. Thedossee due to the high morbidity of a
previously uninsured population and pent-up denwritie early entrants, especially amongst
the non-caretaker population where no Medicaid e existed. Actuarial analysis conducted
on the first year of program claims experience stbthat caretakers had a 25% higher risk
adjusted relative morbidity than the commercialydapon, and non-caretakers had an even
higher morbidity at 65% greater than a comparabterercial population. These populations
also initially used services at a much higher redepared to a commercial population.
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Caretakers initially had 38% more inpatient hosplteys and 181% more ER visits, and non-
caretakers had 155% more inpatient hospital dag<268% more ER visits. Over the course of
the first year of enrollment, HIP members increabeit use of pharmacy services and
decreased their use of all other services, wittd#wine in utilization beginning in
approximately the third month of enrollméniThis pent-up demand for services has been
challenging for health plans to manage. Howewvegr the three year life of the program, the
health plans have seen high inpatient costs replaté more outpatient visits and use of
prescription drugs, which has decreased costs.

The 2010 HIP contracts included a carve-out fortmpbarmacy services. The carve-out for
pharmacy costs helped the State meet and exceeddiget neutrality requirements. The State
consolidated into one contract all the pharmacylpasing for Medicaid programs. This
consolidation was done to maximize rebate savinggable to the State, as well as to achieve
administrative simplifications, and thus savings poescribing, dispensing, claims submission,
program analytics, and prior authorization for phaceuticals. For members, this new
arrangement provides access to an expanded |dtavfnaceuticals, including brand-name
pharmaceuticals. For providers, it streamlinestiescribing system, moving from multiple
distinct lists of preferred drugs for different ficlprograms and plans, to one list. This shift
utilizes one set of prior authorization requirenseioie claims processing methodology, and one
help desk. Thus far, both vendors are working ¢joséh the State and the State has established
a good working relationship with these vendors.

The negotiations for the 2011 health plan contradtiressed the costs of care. Both Anthem
and MDwise are reporting declines in utilizatiordanore predictable costs now that the
population has access to routine and preventivithheare services.

The 2011 contracts represented the first timeStage combined HIP and Hoosier Healthwise
(HHW) into one contract. HHW serves the State’s-m@iver Medicaid managed care
populations. The State’s purpose is to integratgracts to gain some program efficiencies and
to make the programs seamless for families who bamge members in HHW and others in HIP.
As a result, the State views both programs as faondy friendly. The new contract developed
this integration and requires plans to maintain cadecenter for both programs, a way of
offering ‘one stop shopping’ to families with menméé both the HIP and HHW programs.
Unifying the programs also brings administrativ@giification for providers, as the new
contract aligns all policies and procedures inttine@ programs (although provider
reimbursement remains based on Medicare rate®iHIR). The State believes the new
contracts will bring a focus on family health tatfo@rograms.

° Damler, R.Experience Under the Health Indiana Plan: The shierm cost challenges of expanding coverage to
the uninsuredMilliman Inc. (August, 2009).
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During the 2011 process the State selected theaes pb serve the HIP population. Anthem and
MDwise continue to serve HIP, and the State addaddged Health Services (MHS), which has
traditionally served Indiana’s Medicaid Hoosier Hieaise population. Under the new
contracts, the plans must implement a debit swapé for HIP members. The cards are to be
used at the point-of-service to verify eligibilityhether the service is covered, and whether the
provider is participating in the HIP. The cardirkkd to their POWER accounts, and members
should be able to assess at the point of servieg thikeir contribution to the costs of the services
will be (i.e., what will be deducted from their P@®R accounts). The debit card is intended to
enhance the experience of using the POWER accodmpramote consumer driven healthcare.
MHS operationalized the card as of January 1, 20llthe other plans will implement the card
in 2011. All debit cards were required to havedapability for eligibility determination and cost
estimation as of July 1, 2011, with full implemeida of the debit card in place by January 1,
2012.

3.2 Enhanced Services Plan (ESP)

The ESP was designed to reduce risk for the hp#dtis and to lower capitation rates to the
health plans. Initially ESP participants weredpresent the top 1% of risk in the HIP
population. Through modifications to the ESP paogithis population currently represents the
top 3% to 5% of risk in the HIP population. Whikzeiving all the same HIP services and
benefits, these high risk individuals are managethb State’s high risk plan, ICHIA, with
experience in managing high cost health conditidhe. HIP population is separate from the
State's high risk pool.

HIP’s higher than expected initial cost of carejchhpartly result from pent-up demand and the
higher morbidity and co-morbidities of a previouslyinsured population, drove the State to
identify ways of reducing the risk to the healthnd. One means of attaining this goal was to
expand the list of conditions that would qualifyiadividual to participate in the ESP and
simplify referral processes to make ESP deternonattimelier. Originally, ESP was accessed
when a high risk condition was reported and vetiad the State contracted with a vendor to
interview the patient to determine if the ESP phaeet was appropriate. To make access to ESP
more convenient, the State altered several enrallip@icies and expanded the list of qualifying
conditions in July 2009. When HIP applicants check of the qualifying conditions on the
application, they are now automatically enrolledha ESP and stay enrolled until their

eligibility is redetermined. If their claims hisioat redetermination confirms the information
reported on the application, they will stay witle tBSP; otherwise, they will be transitioned to
one of the other health plans. In addition, th@plaow have six months to refer a member to the
ESP, as opposed to 60 days in 2008. In July 2088nwhe new policies took effect, Anthem

and MDwise reviewed their claims records, appliatitdan’s underwriting guidelines, and
scored their members. Those members found to ha#&S& qualifying condition and a risk

score at or above a certain threshold were tramesfeo the ESP at that time. This process is
expected to continue for the life of the waiver aadchanges are requested.
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3.3 Application Processing

At two different times during the first year of gram operations, the State’s vendor struggled to
keep up with the flow of applications—more than ;080 were submitted in CY 2008 (yielding
more than 35,000 enrollees). At program initiatioigh enthusiasm for the program, assertive
outreach and advertising and pent-up demand letbte than 18,000 applications being
submitted in just the first month. The State’s vanaldjusted staffing to accommodate this initial
surge in interest, but the queue again lengthenadglthe second half of 2008. Part of the
challenge in managing applications may have beanHP’s launch coincided with a major
initiative to upgrade enrollment and eligibility diness processes affecting all public assistance
programs operated by the Family and Social SenAcksinistration (FSSA). To address the
issue, additional eligibility staff was hired innleary 2009. The application processing delays
seen in the first demonstration year did not suttistly slow enrollment. For example, by

March 2009 HIP was approaching the enrollment 84p000) for non-caretaker adults, a level
that the State had not expected to reach untihtiné or fourth year of the demonstration. To
manage enrollment levels, and to ensure the Stalel cnaintain budget neutrality, the State
closed enrollment for non-caretakers in March 2009.

The State also made significant progress in 20@9 thie HIP application backlog. HIP
operations staff worked to resolve various issueshave identified approaches to expedite their
resolution. In late 2009, the State hired an @ultil 18 state eligibility consultants (SECs), who
were brought on in January 2010. They have inecktse percentage of applications processed
in a timely manner from 71% in May 2009 to 88% &Becember 2010. In the second quarter
of 2009, the State developed a revised dashboandltale more information on the HIP
application processing and to showcase differgmeets of the HIP program.

3.4 Non-caretaker Waitlist

The waiver agreement imposed a cap on the numberetaretakers who could enroll in
the program. On March 12, 2009, HIP closed enroiln@ non-caretakers. At that time, the
number of non-caretakers members had reached 33.80®elow the 34,000 cap
established in the Special Terms and Condition€JSEnroliment for non-caretakers was
closed before the cap was reached to ensure thitags in the eligibility determination
process or appealing denied applications and agnant woman who after delivering lost
HHW eligibility could be enrolled in HIP without egeding the cap. At the same time, all
new applications from non-caretakers were revietgeéligibility and placed on a waiting
list if determined eligible. CMS agreed to raise tap by 2,500 individuals for an overall
limit of 36,500 non-caretakers. The State open8@®Gnon-caretaker slots in the fall of 2009
and sent letters to the first 5,000 applicantshenwtaitlist in November 2009. The invited
applicants started the enrollment process by rgappfor HIP and having their eligibility

for the program redetermined. With the passagbeoAffordable Care Act in March 2010,
HIP enrollment of non-caretaker adults remainedatibdue to the Maintenance of Effort
(MOE) provisions contained in this legislation awhcern that since the program could not
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be closed to caretakers, the State could be fdocedver costs beyond the funds that were
available from the cigarette tax fund. Based alidig enrollment of non-caretakers, the
State initiated the opening of an additional 8,8[@@s to individuals on the waitlist in August
2011. The waitlist for non-caretakers was 50,166falune 36, 2011.

3.5 Enrollment Trends

In the first three years of the HIP program, th&&teceived a total of 309,847 applications and
77,466 people had been enrolled. In 2008, theylear of program operations, the State
received 120,313 applications. Submitted appbeetidropped off in 2009 with 72,282 being
submitted but picked back up again in 2010 with,2%2 submissions. As of June™3@011
17,490 applications have been received in 2011.

Chart 1: HIP Enrollment trends
2008- 2010
50000
45000 HIP End of Year Enrollment
g 35000 HIP Caretaker Enroll
< 30000 aretaker Enrollment
UEJ 25000
T
15000
10000 HIP Non Careta Enrollment
5000
0
2008 2009 2010 June 30, 2011

The chart above shows the end of year enrollments for the first three years of the HIP
program. The decline in non-caretaker enrollmentthe increase in caretaker enrollment is
apparent. HIP enrollment was 37,568 at the er2D08, 45,460 at the end of 2009, 42,872 at
the end of 2010 and current enrollment as of JB&{&2011 is 41,062. The program’s
population is divided into caretaker and non-c&mtgroups. As the program has progressed
the percentage of caretakers ever enrolled hasased in comparison to the non-caretakers
enrolled. For those ever enrolled in HIP in 208@d&wvere caretakers and 44% were non-
caretakers. By comparison, at the end of 2008 6f7éfrollees were non-caretakers and 33% of
enrollees were caretakers. As of June 2011, 6798§2) of enrollees were caretakers and 33%
(13,698) were non-caretakefs.

Over the course of the HIP program the majorityneimbers have been under 100% FPL.
Member distribution by FPL in June 2011 is consisteith the previous trend: 69% of HIP

10 Annual data from annual HIP reports. June datafiune HIP Dashboard.
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enrollees are currently at or under 100% FPL. kHB only had 10% to 15% of enrollees on an
annual basis that are over 150% FPL.

Table 1: HIP Enrollee Distribution by FPL: Members ever enrolled™

FPL 2008 2009 2010
<100% FPL 26,969 41,795 37,061
72% 71% 62%
101 - 150% FPL 6955 11,432 13,849
19% 19% 23.1%
>150% FPL 3,620 6,079 9,015
10% 10% 15%
TOTAL 37,544 59,306 59,945
100% 100% 100%

When found eligible HIP members are able to sedathem, MDwise or MHS as their plan, or
they are placed into ESP if they identify that tihaye a high risk condition. Over the first three
years of the program (2008 to 2010) between 68%va#tl of members have enrolled in
Anthem, and 30% to 32% have enrolled in MDwise.thvtlhe changes to the ESP assignment
process the percentage of HIP members enrolle&mikcreased from 1% to 3% between 2009
and 2010. This rate has held steady and in JuBédf 3% of HIP members were enrolled in
ESP. The current demonstration year (2011) iditsieyear of the HIP program that has had a
third managed care option for members to choosg.frAs of June 2011 approximately 3% of
HIP enrollees were enrolled in MHS. Anthem maimtai 68% of HIP enrollment and the
percent of members enrolled in MDwise dropped @26

Chart 2: Member enrollment by plan
2008 - 2011
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" pata from HIP Annual Reports 2008-2010.
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Over the course of the HIP program, member didfiobuby gender has been steady though one
gender has been predominant. Sixty-three peré@gb) of enrollees are female and 37% of
enrollees are male. Geographically, HIP membersimtributed throughout the state, with
higher concentrations in Indiana's population asrd@d overall enrollment reflects the
population density of the stat®.Similarly, member distribution by race has, otrer course of
the program, closely aligned with the distribut@rworking age uninsured adults under 200%
FPL in Indiana* From January 2008 to June 2011 the percentagerollees who identified as
white varied from 82% to 84% and the members wieatified as black varied from 10% to
13% with Hispanic, Native American and others mghkip the remainder. Age distribution has
also been relatively steady throughout the couf$leeoprogram. From 2008 to June 2011
member age distribution has skewed towards more iagéviduals with those under 30
representing the smallest proportion of HIP members

Table 2: Percentage Member distribution by age

Age 2008 2009 2010 June 2011
<30 19.3% 20% 15% 13.9%
30-39 21.4% 25% 29% 29.8%
40-49 26.6% 27% 28% 29.9%

50+ 32.9% 28% 28% 26.4%

*Data from HIP Annual Reports 2008 — 2010 and HiReJdashboard

3.6 Benefit Limit

HIP includes an annual limit of $300,000 in bersefind a lifetime benefit maximum of
$1,000,000. Over the course of the program few begmhave reached or come close to
reaching these limits. The HIP program monitorsniers to ensure that members are able to be
transferred to another program if they are closeaching $300,000 in annual limits or
$1,000,000 in lifetime limits. This monitoringtis ensure that members are not denied needed
services. If a member does reach, or come clossatthing these limits, an attempt is made at
determining eligibility for traditional MedicaidAll members who have come within $100,000
of, or reached, the $300,000 annual benefit lingtermransferred to ESP, Medicaid or other
programs. The number of members that met thetiarin each demonstration year are
displayed below. No members have met the $1,000i60t.

Table 3: HIP Members at Benefit Limit

Year Members at Members at Members at Total
$200,000 $300,000 $1,000,000

2008 1 0 1

2009 17 2 0 19

2010 1 0 0 1

2 Data from Years 1, 2 and 3 annual HIP reports@KtPP Data request 10/12/11.
3 HIP Year 3 Annual Report, Pg. 29-30.
1 HIP Year 1 Annual Report, pg. 20.
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June, 2011 3
Total 22

N o
O o

3.7 POWER Account Contributions

The POWER account, a unique feature of the HIPraragrequires members to make upfront
contributions to their health care costs. Contrdns range from 2% to 5% of enrollee income
and can be reduced by payments from an enrollegdoger. Over the course of HIP, there
have been a percentage of individuals who do natribmute to their POWER accounts due to the
way income is counted. For these members accanats00% state funded. The State did not
intend for there to be any members who did notrdaute to their POWER account, nor was this
part of the waiver negotiations. For 2008, apprately 35% of HIP enrollees did not
contribute to their POWER account. Over the coofdbe program this percentage has been
decreasing, in December 2010 only 21% of HIP eeeslidid not contribute to their POWER
account, and in June 2011 20% of members did ndtibate to their POWER account.
Indiana's waiver renewal request includes modificato the POWER account contributions.

3.8 Disenrollments

Enrollees can disenroll from HIP at any time otér@ninated from HIP for failing to pay a
POWER account contribution, for failing to compléte redetermination process, or if it is
found that the individual no longer meets eligiigiliequirements. Between 2008 and 2010 a
total of 35,323 members left HIP. It was most camrfor enrollees to leave during the
redetermination period approximately 12 monthsrdfeeng enrolled; 57% or 20,015 enrollees
left the program within a month of the redetermimaperiod. Of the remaining disenrollments,
6,199 (1,835 in 2008 and 2009 and 4,364 in 2010 mresnbers were disenrolled because they
failed to pay a POWER account contribution. Tesresents 8% of HIP members ever enrolled
in the program. The remaining disenrollments wontdude pregnant women who are
transferred to traditional Medicaid for the duratf their pregnancy, and then may reenter HIP
afterwards?

Section 4: Summary of Quality Reports

As required under the STCs, the State has condactedaluation of the HIP program and has
developed annual reports on the program. MathemBiidicy Research and Milliman have been
contracted with to independently evaluate the ¢yafithe HIP program. The 2010 annual
report submitted June 2011 discussed in detailgbglts of Mathematica’s monitoring activities.
The program shows interesting variations in caekisg behavior between contributors and
non-contributors and caretakers and non-caretak#fsle all of these groups respond to HIP
incentives they have different ways of seeking eaneh the program continually investigates.
A summary of these analyses are included in thisevaenewal application.

15 Data from Year 3 (2010) Annual Report, submittede] 2011.

16



HIP 1115 WAIVER RENEWAL APPLICATION

Improves Access To Care:

* The HIP program appears to be meeting its goahfiyove access to care for low-
income Hoosiers enrolled in the plan. HIP providetworks are adequate. If there
are any shortages with particular types of spac{alich as neurosurgeons), plans
allow access to out-of-network providers. Data fidishematica’s 2010 survey of
HIP members indicate that access to care imprdweskoosiers enroll in the HIP
program, they are more likely to receive preventaee and get prescription
medications, and they report fewer unmet health naeds. In addition, the
proportion reporting the ER as their usual soufaeace declines dramatically after
enrollment in HIP. Mathematica surveyed the useaoé in the last six months of
new and established HIP members. The table bedlowsthe difference in care
utilization between new enrollees and establismedliees. Established enrollees use
more primary and preventive services, prescriptiuys, are less likely to use the ER
and less likely to report the ER as their main sewf care.

Table 4: Care Utilization between new enrollees andstablished enrollee®

Care Utilized: New Enrollees Established Enrollees
Primary Care 60% 90%
Preventive Care 28% 69%
P —
rescription 54% 80%
drugs
ER 38% 32%
ER as main 30% 9.2%

source of care

* Mathematica continues to document that 90 perdedt® members have a physician
visit within 12 months of enrolling.

* A Milliman analysis of HIP enrollee service utilizan for the first 18 months of the
program compared HIP enrollees to comparable Metaad commercial
populations. HIP incentives for members to seekgmtive care have demonstrated
success. Individuals enrolled in HIP had highewvpntive care visits than Indiana’s
HoosierHealthWise (HHW) Medicaid population. ThePHTaretaker population had
445 .4 well-care visits per 1,000 enrolles, andrthecaretaker population had 281.8
well-care visits per 1,000 enrollees compared taN&tults 195.3 visits per 1,000

16 Healthy Indiana Plan Section 1115 Annual Repoembnstration Year 3 (2010), pg. 38. Submitted JRA&].
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enrollees. This analysis indicates that HIP Caertaseek preventive care more
frequently than comparable commercial populatior@on-caretakers seek
preventive care at rates similar to comparable ceroial populations.

Table 5: Preventive Care Utilization (January 20083une 2009)

Population Well Care Visit
(utilization rate per 1,000)
HHW- Adults 195.2
HIP-Caretakers 445.4
HIP- Non-Caretakers 281.8
Commercial (Adult only) (1) 354.8
Commercial (Adult only) (2) 306.2
Ohio Medicaid Adults 352.7

(1) Age / Gender adjusted to HIP — Caretaker pdjmuia
(2) Age / Gender adjusted to HIP — Non Caretak@ufation

» The State monitors member access on a monthly ipasisling evaluating health
plans primary and specialty care networks. Membeess is examined on distance
from primary and specialty care providers, accessspital care, and appointment
wait times. Mathematica reports that with enroltmi@ HIP utilization of health care
services increased and unmet need declined.

Increases Knowledge of Health Care Spending:

» Data from Mathematica’'s 2010 survey of HIP memlosigate that most survey
respondents were aware of their POWER accoung\egithat they had been given
adequate information about the account, and knegrevto look for more
information if they needed it. Approximately 60%ogeted knowing the balance of
their POWER account and 45% reported checking #emount at least monthly,
important first steps of cost conscious consurhers.

* A 2009 Product Acceptance Research (PAR) telepboney of HIP members
found that six in ten respondents now think diffeghgabout how or where they get
health care since enrolling in HIP and that onedthiave asked the cost of a medical
procedure or service before receiving treatment.

" Healthy Indiana Plan Section 1115 Annual Repoembnstration Year 3.
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POWER Account/Consumer Directed Plan Does not Discoage Participants from
Seeking Needed Care:

* Mathematica’s analysis of utilization shows thatmbers are accessing services and
that the POWER account contributions do not disageparticipants from seeking
needed healthcare. As individuals remain enraiiddIP, they move away from
seeking routine care in the ER and begin seekingioghysicians’ offices. Over 12
months of enrollment, on average HIP enrollees shdw#.8% decline in non-
emergent ER use and a 25% increase in physiciaeofisits. No evidence was
found suggesting that HIPs consumer based strudisiceurages enrollees from
seeking needed care. Additionally, a Mathematiraey of HIP members found that
approximately 70% of enrollees indicated that tlwnthly contribution was just the
right amount and something they could afford. Aeotf% thought they could afford
a monthly contribution that was a little highernttae current amount. In contrast,
approximately 8% thought the monthly contributioasasiar too high.

» Atits conception, the HIP program intended to hallenembers contribute to their
POWER account; however, due to the way incomel@lzed and the lack of a
program requirement for a minimum contribution fr@@08 to June 2011 between
20% and 35% of enrollees have not been requiredntribute to their POWER
account. This has led to an opportunity to anapassible differences in care
seeking behavior between contributors and non-trars. Contributors have
lower rates of ER use from the beginning of themoément in HIP. Over 12 months
of continuous enrollment 35% of contributors vibié ER with 24% visiting the ER
at least once for a non-emergent visit. Non-cbatars visit the ER more frequently;
57% visited the ER and 34% of non-contributors Beddor 12 months continuously
had a non-emergency ER visit. Non-contributors abgerience fewer gains in than
contributors in physician office visits, for cofttutors physician office visits increase
by 26% over 12 months of enrollment and for nontdbators it increases by 228%.

Table 6: HIP Members Service Utilization
Over 12 Months of

) Contributors Non-Contributors
continuous enrollment:
Any ER Visit 35% 53%
Any Nqn—Emergency 2504 34%
ER Visit
Increase in Physician 26% 2204

Office Use

18 Matematica Data Preview, Decembé&t, 2010.
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Whether contributing to a POWER account has a taffect on care seeking
behavior remains under investigation. Non-contobsihave unique care seeking
behavior and are overall more likely to visit an 8@&n contributors. This may be
influenced by their contributor status, however,dth enrollees the HIP program
works over the course of enrollment to decreaseamergency ER use and increase
physician office usé’

* A Milliman analysis of the first year of Anthem’sgerience with HIP showed that
after adjusting for morbidity differences non-cditors have higher expenditures
than contributors. The non-contributor caretalaysation had 3.5% increased
expenditures over the contributor caretaker pofrand the non-contributor non-
caretaker population had expenditures 13% higlear the non-contributor non-
caretaker populatiof?.

Currently, HIP is a fully functioning program achileg several of its goals including: improving
access to care for low-income Hoosiers; promotiygntive care among most HIP members;
providing quality of care; achieving high levelsroémber satisfaction; and maintaining the
program’s fiscal soundness. Enrollment patterndicoa to indicate that upon entry to the HIP
program, most members remained enrolled for aygdr or more. Steady enrollment provides
opportunities for HIP and the health plans to (Legnembers guidance on how to use health
care services appropriately and (2) reap the bsraffinitiatives that promote the use of
preventive care, disease management programs agedmanagement services. It also means
that members have an opportunity to benefit frospoading to program incentives.

4.1 Progress on Program Goals
Goal 1: Reducing the number of uninsured low-incoméloosiers

* HIP seeks to reduce the number of uninsured lowrreHoosiers. HIP has been
providing an important safety net for its memberowould have been uninsured
otherwise. Given the expected limited revenue fthenState cigarette tax, HIP was not
intended to cover all Hoosiers below 200% of FPfteAthree years, HIP has served
77,466 Hoosiers.

» Although the overall uninsured rate among low-ineororking-age Hoosiers did not
change between 2008 and 2009, data suggest timstuned rates among caretakers
declined by 4%. At the same time, Medicaid coverages among low-income
caretakers increased by 7.1%. Those with incomaab&b0% of the FPL experienced
declines in their uninsured rates. For examplekiwgrage adults with income between
101% and 150% of FPL saw their uninsured rate dedly 2.6% between 2008 and 2009
while their Medicaid coverage rate increased b$s!.Bhe increase in Medicaid
coverage rates among low-income adults who aredilginot eligible for Medicaid

19 Data in this paragraph: Mathematica data supplefoetthe HIP Year 3 Annual Report: December 2,201
20 Milliman report to HIP Taskforce: August'72009.
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unless they have a disability, suggest that duhiegeconomic downturn, Medicaid,
including the HIP program, was moderating any iaseein uninsured rates.

Goal 2: Reduce barriers and improve statewide acce$o health care services for low-
income Hoosiers

Plans report that all HIP members, in all healdmp| have access to a primary
medical provider (PMP) within 30 miles of their hes
All plans continue to work on their specialty netk& deficiencies are few, and plan
administrators think problems with certain spe@altare due to general medical
shortage areas, or inadequate numbers of provioletise population as a whole in
some regions of Indiana.
A 2010 Mathematica survey of HIP members suggstsaccess to care improves
after enrollment into HIP. Using respondents whd baly enrolled in HIP in the
previous month and their access to care while unétsas the counterfactual against
which the success of HIP is judged, the survey uhaliaate that HIP members are:
o0 More likely to have a PMP and more likely to us#oator’s office or clinic as
their usual source of care rather than the ER,
o More likely to receive preventive care, acute capecialty care, and
prescription medications,
0 Less likely to have an unmet need for care.
All plans are required to submit access reportmgually along with a geo-access map of
provider locations. If a plan does not have theeseary access as outlined in the scope of
work, the plan must submit the reporting on a migriblasis and outline efforts to
increase access. At this time, all plans are mgéiie access requirements.

Goal 3: Promote value-based decisions making and ig@nal health responsibility

HIP uses several financial incentives to encouragmbers to become thoughtful health
care purchasers and active participants in maimigior improving their health. These
incentives begin upon enrollment, when most HIP tmens are required to contribute to
the cost of their care by making monthly paymeatheir POWER accounts. Findings
to date suggest that:

o0 As of the end of 2010, nearly four of every fiveFHhembers made a
contribution to their POWER account.

o Utilization differences have been noted betweerirdmrtors and non-
contributors. Non-contributors have 66.8 non-eraetdR visits per 1,000
members while contributors have 34.7 non-emerg@igits per 1,000
members. The non-contributing population in gelngwéers from higher
morbidity, however, the POWER account contributiand the influence of
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consumerism cannot be ruled out as factors cortinidpto this vast difference
in utilization*

0 Survey data collected by Mathematica in 2010 sugbes the majority of
respondents knew key features of the program. ¥ample, 81% of
established HIP members were aware of their POWiERLat, 71% of these
believed that they had been given adequate infeomabout the accounts,
and 95% knew their monthly contribution amount.

o Over the first two years of the HIP program only 8#&nrollees were
disenrolled for failing to pay their POWER accouantribution. The
disenrollment rate increased over the third ye#n Wj364 individuals being
disenrolled in year three. This was more thanéwie number of individuals
disenrolled for failure to pay a POWER account dbation for the first two
years of the program. At the end of 2010, therdidément rate for failure to
pay a POWER account contribution over the prograstoty was 8%.
Currently, the rate for 2011 seems more consistéhtthe nonpayment rate
for the first two years, out of 43,220 enrolleethat start of 2011, 611 or
1.4% were disenrolled for failure to pay their PORV&ccount through June
2011.

o HIP member eligibility is redetermined annuallynr&lliees are required to
complete a redetermination packet and returnat imely manner. A
Mathematica analysis for the first two years of phegram showed that 85%
of HIP enrollees returned redetermination packatsroe. For the third year
of the demonstration, 2010, 96% of enrollees sulenhitheir redetermination
packet on time.

Goal 4: Promote primary prevention
* Alarge proportion of HIP members obtain primaryecservices. Given that most HIP
members stay enrolled in the program, and only smma&ycling on and off, HIP and its
health plans should see benefits in promoting ¢leeipt of appropriate preventive care.
HIP encourages the use of preventive servicesdyiging first dollar coverage for
preventive services. Preventive services up t®@$66 not subject to the deductible and
members do not have to draw on their POWER acdoudts. HIP also ties POWER
account rollovers, and reductions in future montiggtributions, to the completion of
required preventive care.
o Roughly 90% of HIP members who started eligibipgriods in 2008 and
2009 and stayed continuously enrolled for 12 oremoonths had a physician
office visit of any type?

2! Data from Mathematica Data Enclosure, Decembe®201
22 HIP Year 3 Annual Report, (June 2, 2011).
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o Service records for the seven different prevergemices the Office of
Medicaid Policy and Planning (OMPP) required fdf fallovers in 2009 and
2010 indicate that the majority of HIP members nez@ some type of
preventive care during their first year of enrolithe

0 Analysis of POWER account rollover data shows tbatnembers who had
effective coverage dates beginning between Jararatylune 2009 and who
were still enrolled in June 2010 during the POWIERoaint rollover process
that 80% had received the preventive services reduo make them eligible
for a full POWER account rollover. Not all membérat were eligible for a
rollover had remaining POWER account balances baityais of the rollover
process indicates that HIP is encouraging membessédk preventive
services”

0 Analysis of the first 18 months of HIP shows thamibers have greater rates
of preventive care use than the HHW Medicaid pdpta For every 1,000
enrollees HIP had 445.4 caretaker preventive vagits281.8 non caretaker
preventive visits while the HHW population had IDpreventive visits per
1,000 enrollees. HIP preventive use in caretaikegseater than similar
commercially insured populations and the use incemetakers is
comparable to a similar commercially insured potoie’

o Considering only services obtained in the firstraionths after enroliment in
the HIP program, encounter claims records indittzae 2009 members
obtained preventive care more quickly. For examplthin the first six
months of enrollment, 41% of young (ages 19-34)dien2008 members had
received at least one recommended preventive serkimong 2009
members, 46% of females met this criterion wittma tirst six months of
enroliment?®

o To promote preventive care, the health plans areymg a number of
different strategies, including member mailingsysletters, telephone
outreach, and support. The ESP administrator impieed a new care
coordination program in 2010.

Goal 5: Prevent chronic disease progression with esendary prevention
» By lowering cost and access barriers to care atidaéiog members to be more engaged
patients, HIP aims to slow disease progression gmmmbers with chronic conditions.
Analyses to date indicate that:

% Rollover Report May 2011.
24 Milliman Data, Presentation to Governor March 2310.
Z HIP DY 3 (2011) Annual Report.
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o Chronic disease is prevalent among members. Maredhguarter of those
enrolled from January 2008 through June 2010 haea bliagnosed with
pulmonary, skeletal and connective tissue, cardiowiar, metabolic, or skin
diseases. In addition, more than 40% of members haen diagnosed with
or treated for psychiatric conditions, includingipchronic depression.

o Non-caretakers were more likely than caretakelstdiagnosed with
chronic diseases and are nearly twice as likebetdiagnosed with
conditions that are considered to be medium or bagt (24 versus 13
percent), which is consistent with the age diffeembetween these two
groups.

o The health plans continued to use several stra¢gimanage the chronic
conditions of their members, including telephongpsut, disease
management programs, and online tools.

0 Analysis conducted by Milliman shows that while HiRrollees experience
significant chronic disease burden, that duringplment in the program use
of prescription medication increases and inpatientpatient, emergency
room usage, and physician services decline. Tlygests that HIP members
are managing their chronic conditions with predaipmedication and, as a
result, need fewer direct health services.

Goal 6: Provide appropriate and quality-based healt care services
» A critical goal for HIP is to provide appropriatecaquality-based health care services
and HIP appears to be achieving this goal.

o Overall satisfaction appears to be high among Héhbers. Respondents to
the CAHPS surveys administered by the health plapart high levels of
satisfaction with their plans—Ievels that, in moases, are comparable to or
higher than national averages for Medicaid plans.eéxample, Anthem’s plan
average composite score for customer service (whdhdes the percent
reporting they always or usually got informatioeymeeded from the plan’s
customer service line, and the percent reportieg Hiways or usually were
treated with respect by customer service staff) 880%%, a statistically
significant difference from the 2009 Quality Compadedicaid adult average
plan score of 76.2%. Likewise, 84.2% of MDwise mensbwere always or
usually satisfied with their experiences with reagy care and getting
appointments in a reasonable time, a statisticdjgificant difference from
the 2009 Quality Compass Medicaid adult average gtare of 80.9%.

0 Mathematica’s 2010 survey of HIP members also até high levels of
satisfaction with the HIP program overall. Apprmstely 87% of
respondents who were new to HIP and 97% or respisicého were
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established were “Very Satisfied” or “Somewhat §atd” with the HIP
Program.

0 A Product Acceptance Research Survey in 2009 ofrhi#fhbers enrolled at
least 6 months showed that 94% of HIP enrollee® watisfied with the
program and 99% would re-enroll in the programve®éy-six percent (76%)
of individuals surveyed indicated they liked the®WER account, three-
fourths of surveyed individuals said they are nowrerlikely to seek
preventive care and four in ten indicate that thealth is better than it was a
year previous.

o Data from the State’s Intranet Quorum, the Stagsse management system,
are consistent with the CAHPS data and do not atdithat members have
any serious concerns about the performance ofl#ms p

Goal 7: Assure State fiscal responsibility and effient management of the program
* The enabling state legislation requires HIP to fisally sound program. As of the end
of calendar year 2010, the HIP program appearée tachieving this goal. State
documentation indicates that:

o The HIP program continued to meet its budget nétytigoals as of the end of
2010.

0 The 2010 negotiations with the health plans addcetise costs of care.

0 Analysis of the funding mechanisms for HIP findatthtate funding was
adequate during the program’s first three yearspHals continued to support
the redistribution of DSH funds. Cigarette tax mawes, while declining, were
sufficient to meet the program’s needs, and thegmten of HIP members
contributing to their POWER accounts rose steatiigughout 2010.

4.2 Future Goals of the Demonstration

If the program continues, the State will continogurrsue the goals identified above and will
continue study of these areas. Additional studytane to collect additional data will help the
State understand the long term impact of HIP. TiaéeSntends to continue to investigate the
effects of value-based purchasing on enrollee 2e&ing behavior. The State expects that
changes to HIP due to modifications to IC 12-1524Hhat allow plans to make payments to
POWER accounts may be used as disease manageg®mtivas. The impact of these
contributions on enrollee care seeking behaviorlvalstudied. The State will also study the
impact of the required minimum contribution on diment and care seeking behavior.

4.3 Health Plan Performance-External Quality Review

In 2010, Burns & Associates, Inc. conducted anreglequality review (EQR) of Anthem and
MDwise for calendar year 2010. The EQR assessepltiermance of the health plans in six
areas: (1) cultural competency initiatives, (2)gveon integrity, (3) accessibility and availability
of providers, (4) retrospective authorizationsjrmldenials, and claim disputes, (5) validation of
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performance measures, and (6) validation of perdoice improvement projects. Plans were
assessed independently, and assessments wereonadéfHIP and HHW programs.

Overall, the EQR found that both plans were futhynpliant in the areas assessed. The following
outlines some important findings and recommendation

* Both Anthem and MDwise have undertaken numerotigiivies related to cultural
competency, but the EQR recommended that the pldize the U.S. Department of
Health and Human Service’s Office of Minority Héwedt Culturally and
Linguistically Appropriate Services (CLAS) standsas a tool to ensure that their
cultural competency work plans follow these recomdssl guidelines. In addition,
the EQR recommended that Anthem make more matenaitable in Spanish, and
that both plans better use the race and ethniatty lom OMPP in conjunction with
claims data to better target health disparitiebiwithe HIP population. Anthem has
submitted and OMPP has approved additional masanad Spanish format. All
plans have reported that they maintain race anda data in their respective
systems. The Culturally and Linguistically Appragd Services (CLAS) standards
have been implemented with re-bid in 2011. The plzave done internal gap
analysis to identify and meet the standards.

* Both plans are following credentialing and recrdting policies and procedures
for HIP, and in early 2010, both plans placed @&wsd emphasis on investigating
fraud and abuse cases. For example, the plans @egbataff assigned to
investigations, and increased the number of ingastins they conducted in 2010.
They also recommended that since the investigatears is newer at MDwise, that
MDwise adopt an ongoing training schedule, sintbewhat Anthem uses.

* Few clinical issues were disputed in either rettivacauthorization or claims
disputes, except in ER cases where the ‘prudepelapn’ rule was cited (and in
those cases, the EQR agreed that these denialswaele appropriately in cases
where they had adequate records to assess th&jdition, most claims denials
occurred for administrative reasons, usually besdlus service was out-of-network
or the provider submitted the claim dispute toe [@oth HIP plans use a “60 day”
rule for filing a claim dispute, which complies withe State’s administrative rule
[405 IAC 1-1.6]). Although the EQR recognized thait-of-network’ and untimely
filing of claims are legitimate reasons for a dérisey suggested that more
education, aimed at members about the differenesgden in- and out-of-network
services, and at providers on the timeframe redquoalispute claims, is needed. The
use of in-network services and the importance M has been further highlighted
throughout the updated member handbooks. Provaieragion on claims submission
is offered by the plans as well as the State’sfiagent.
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» Reviews of the validity of the processes used porefour performance measures in
HIP found the data used by the plans appeared valitk but the EQR did suggest
that improvements could be made. For example, dtee réported in Anthem’s and
MDwise’s provider claims dispute reports appeacedd valid, but there were
different interpretations between the plans ashatinformation to provide in the
report, so that the results cannot be compareddeetwhe plans. OMPP has updated
the reporting manual for 2011 to further identifidadefine the needed information
for this report. OMPP has been working with thenpléo ensure that the information
is comparable across plans.

The EQR report does not suggest the plans haveyatgmatic issues related to their
performance. The recommendations and suggestiods todahe plans recognized a level of
competency at the plans, citing several items asgyactices. For example, Anthem’s newly
hired staff to investigate fraud and abuse wasl@tehaving a very strong process for handling
investigations, and among the HHW and HIP plansbést illustrated to the EQR how the
results from Special Investigations Unit investigas often get fed back as improved processes
on the front end to other parts of the organizateoprevent fraud and abuse.” MDwise was
cited for its cultural competency programs, inchglthat MDwise “releases all of its materials

in English and Spanish, avoiding the need for Sgfaapeaking members to have to specifically
request these materials.”

After the release of the EQR report in November@@ie plans took steps to address EQR
recommendations regarding provider education. kample, MDwise is providing additional
provider education through one-on-one contact armigh newsletters. In 2011, Anthem will
distribute a new member handbook for the HIP and\Hbtograms, and the plan also began
sending letters to any provider treating an Antmember who is in the plan’s case
management or disease management program, toitnptove care coordination.

Section 5: Requested Program Changes

During the 2010 legislative session the Indianaslagire passed IC 12-15-44.2 and made
changes to HIP. To this end, the State seeks waitbority to implement these changes which
include:

* Requirement for HIP enrollees to make a minimuntrdoation of $160 annually,
or $13.33 per month. This requirement is limitedrmyome and no enrollee will
pay more than 5% of income towards health costs.

» Ability for non-profits not affiliated with a heditplan to pay up to 75% of the
minimum contribution.

» Ability for health plans to contribute towards meendd POWER accounts as
incentives for healthy behavior.
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» Changes related to the PPACA:

o0 HIP as the program to serve the Medicaid Expansagpulation.

o Effective in 2014, reduction of the eligibility leito 133% FPL to
coincide with PPACA Medicaid eligibility.

0 Authority to the Secretary of the Indiana Familgl&ocial Services
Administration to amend the plan and/or benefita manner that would
allow Indiana to use the plan to cover individugligible for Medicaid
resulting from the passage of the PPACA.

In addition, the State seeks modification to itddet neutrality agreement based on its
experience to date and the changes in the ACA.

5.1 Requested Change: Minimum Contribution

During the original negotiations with the CMS, iasvalso presumed that all individuals would
be making a POWER Account contribution, and theamhof the sliding scale was adjusted to
ensure that no individual exceeded the 5% of inctimié on cost-sharing, including
consideration of CHIP premiums. However, after giogg) the CMS rules of how income is
counted, there were individuals who did not maketgoutions. Currently, HIP has 21% of
participants that are not making contributionsi@it POWER account and this number has been
as high as 35%. During the 2011 session, the ladzeneral Assembly passed legislation to
correct this issue and instituted a minimum contidgn of $160 (IC 12-15-44.2-11).

The sliding scale to calculate member contributimkstill be in place, and the legislation

limits the minimum contribution to the sliding sedhat is in the original waiver. Members will
be required to contribute their minimum monthly tidoution ($13.33 a month) until they meet
the sliding scale limit. The State will also caiesi all contributions being made by the
household including CHIP and Medicare premiumsailcidation of the 5% contribution limit.
This assures that no individual exceeds the CM#& bi6% cost-sharing. Once the sliding scale
percentage limit is met the State will fund thecaod. Please see Section 8 on cost sharing for
detailed plans to ensure these individuals do xegeed the applicable percentage of income
limiting their contributions. For HIP members tlolat not currently pay a POWER account
contribution the State has developed a plan taitian them to contributing enrollees. Please
see the transition plan under Section 9 for motailde

5.2 Requested Change: Not-for-profit Contributions

The original authorizing language for HIP, indichtbat only the State, employers, and
individuals can make contributions to the POWERbaot. 1C 12-15-44.2 allows not-for-profit
organizations to assist with contributions and dbate up to 75% of the enrollee’s contribution
requirement. Not-for-profits are not allowed totdbute 100% of the member's POWER
account contribution because a central tenanteoHtl program is for all individuals to
contribute to their care. HIP currently allows eoydrs to contribute up to 50% of an
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individual’s contribution to the POWER accounts @&axtending this option to not-for-profit
organizations fits with the program’s goals to pdevaffordable consumer directed coverage.

5.3 Requested Change Managed Care Entity Contributns

IC 12-15-44.2 also allows for the HIP contracted B4Go contribute to the individual's POWER
account. Contributions must be linked to a headthted incentive, such as completion of a risk
assessment, or participation in a smoking cessptiogram. Again, the original drafters had
intended to allow the MCEs to provide health redateentives to individuals through the
POWER account. However, the legislation did notgpehis and therefore all health related
incentives have been paid or given directly tovidlials outside the POWER account.

Allowing MCEs to pay health incentives to the POW&ftount aligns with HIP’s philosophy
and should strengthen the incentive for individualgwvest in health promotion efforts. The new
legislation indicates that MCE contributions canremtuce the individual’s required minimum
contribution or be greater than HIP’s $1,100 deitet However, this option allows MCEs to
offer financial incentives through the POWER acddormembers for positive health behaviors.
Allowing MCEs to contribute to the POWER accouninisine with program goals of harnessing
consumerism to improve health behaviors and alloembers the chance to earn additional
subsidies to their POWER account.

5.4 Patient Protection and Affordable Care Act (PPAA) Related Program
Changes

5.4.1 Requested Change: Eligibility

IC 12-15-44.Zalls for HIP to be the coverage vehicle for thes idedicaid population
authorized under the PPACA. It is the State’s interd desire to enroll individuals under 133%
FPL (with 5% income disregard), that are not elgilor Medicaid under another category (such
as aged, blind, or disabled populations, pregnam@wn, children, etc.) into the HIP program
under the HIP 1115 demonstration project as of@ign2014. Please see the eligibility in
Section 6 for more details on Medicaid and HIPibiigy and the transition plan for more
details on the process of enrolling these newlyilgk individuals in HIP.

To bring HIP in line with PPACA requirements, IC-13-44.2 changes HIP eligibility from

200% FPL to 133% FPL (138% with 5% income disrepaftective January 1, 2014.

Eligibility would be maintained to 200% through Z04nd begin the transition to 133% FPL in
October 2013 at the time of Exchange open enrolimEilP coverage will begin in January

2014 for non-caretaker adults who enroll duringdpen enrollment period (see Section 9 for
the Transition Plan). This change was institutecetiuce duplication in coverage options as
PPACA extends Medicaid eligibility to all individisaunder 133% FPL and creates premium tax
credits and cost sharing subsidies for individeisveen 133% and 200% FPL.

In 2010, 15% (9,015) of HIP members were over 150 and 23% (13,849) are between
100% and 150% FPL; the vast majority of HIP memiagesunder 133% FPL and will not be
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affected by this change. For those members whaobeitransferred from HIP to subsidized
commercial products the State has developed atplaid HIP enrollees in this transition.
Please see the transition plan at Section 9 foerdetails.

5.4.2 Requested Change: Benefits

The new legislation provides the Secretary of titekdna Family and Social Services
Administration the ability to adjust the HIP bengfio be in line with the new benchmark
benefits that are expected to be released by CM$his time, we are not requesting any
changes to the HIP benefit package, as the bergtiirements for the newly eligible are
unknown. As more detail becomes available, theeStdl work with CMS to assure that the
HIP benefit package and/or benefit limits meetrdguirements of the benchmark plan
guidelines.

5.5 Requested Change: Budget Neutrality

Since HIP extended coverage to non-caretakersatbatot currently eligible for Medicaid, the
original HIP demonstration project included a budggeutrality agreement. The State based its
budget neutrality agreement on diverted Dispropagte Share Hospital (DSH) funding, savings
projects, and limited expenditure growth in the Hip@pulation. As a result, CMS agreed to
allow the State to cover 34,000 non-caretakerss fitimber was adjusted in 2009 to 36,500.

The HIP program continues to meet and exceed dgdtneutrality requirements and therefore
the State requests an adjustment to reflect themiuscenario, and also to adjust for the PPACA
changes. Due to the savings projects the Statieingmted in the last three years, the waiver
margin has far exceeded projections and requinestadent. In addition, since non-caretakers
are now eligible for Medicaid, the State requesitsging non-caretakers to the "without waiver"
side of the equation, starting in 2014. We haepared the budget neutrality documents to
reflect a scenario in 2013, before full implemeitabf the PPACA, and then 2014-2015
scenario.

The State had a waiver margin of $94 million dutting first year of the demonstration which
exceeded the projected waiver margin of roughly ®#Bon for that year. HIP achieved this
margin despite enrolling more non-caretakers trehbieen projected. The large margin
resulted from the savings achieved for the HHW patans, 3% to 6% over the projected per
member per month (PMPM) rates for this group, &edsubstantial savings achieved for the HIP
caretakers, 16% over the projected per member patimrate.

During the second demonstration year (CY 2009) Stiage implemented a carve out of
pharmacy services to avail the rebates not affordddedicaid managed care plans.
Representing state and federal dollars, waiver mheats estimated a waiver margin of just over
$76 million, well above the CMS-approved waiver giarfor the year. The most current cost-
effectiveness review through December 31, 2010¢cated that the waiver margin for the third
year of the demonstration would be substantialhér and just over $364 million state and
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federal dollars. This margin is based on fallingirates for HHW groups, which fell
between 8% for children and 13% for pregnant worpessumably because of the pharmacy
carve out. Projections for the last two years efdemonstration indicate that the State will
continue to maintain program costs far exceediegtidget neutrality requirements of the
waiver.

Indiana has been highly successful in its additisagings projects; the projects that have been
running for three years include (1) third partylldy, (2) estate recovery, and (3) fraud.
Additionally, the State has begun two new projéatsave additional funds, covering
incontinence supplies, and hemophilia blood fackbe table below shows savings to date and
anticipated savings for the period of the waivandestration.

Table 7: Savings Project®®

Anticipated
Proiect FFY 2007 Total Savings Savings
J Baseline To Date Jan. ' 201z
Dec. 3%, 2015
Third Party
Liability $19,614,846 $322,048 $11,055,462
Estate Recovery $9,532,34 $9,040,72 $10,396,83
Fraud and Abuse
Collections $4,295,099 $14,529,037 $16,708,392
Blood Factor
Savings $25,620,766 $24,000,000
Incontinence
Supplies $30,853,523  $36,000,000
TOTAL $33,442,29 $80,366,10 $98,160,69

Due to the State’s great success in these pr@gsqgbsrt of the State's renewal application, the
State requests the following changes to its budgetrality agreement:

1) Removal of the additional savings projects fronthe budget neutrality agreement. The
original requirement was for savings of $15 millian $3 million per year. The State has saved
over $80 million to date and expects savings tovgm$98 million between January, 2013

and December 3712015,

2) Moving the non-caretaker population to the witltout waiver side in 2014As of January 1,
2014 all individuals under 133% FPL will becomegdilie for Medicaid, regardless of caretaker
status, therefore the State requests that nonagareadults be treated similar to the caretaker
adults, in the budget neutrality agreement staitir2D14 and not subject to an enrollment cap.
In 2013, the State will maintain non-caretakerthimbudget neutrality agreement as they are
today.

% OMPP Data Request: Electronic delivery, 9-30-11.
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3) Return of DSH funding. Due to the collective success of the State's manegeof the

HHW program and its savings projects, the Stataests that for the period of January 1, 2013
to December 31, 2013 that the DSH dollars be reatésl to the hospitals, as the budget
neutrality agreement can be achieved without thel DSersion. After 2014, with non-
caretakers adults on the without waiver side oftieget neutrality agreement the State will
have no further need for diversion of DSH dollaffie State requests that DSH dollars be
reallocated to hospitals for the entire waiver egien period. The restoration of DSH is
imperative to the preserving the Indiana safety net

Indiana proposes to continue the agreed trend fhenoriginal demonstration project for the
HHW population through the waiver demonstrationquer

Please see the financing attachment for the spe@h the requested changes to the budget
neutrality agreement.

Section 6: Eligibility

For the demonstration extension period from Jantia®013 to December 1, 2013 HIP
eligibility will continue to extend to 200% FPL atite State requests no changes to eligibility
during the first year of the renewal. Individaialill be HIP eligible if they are between 19 and
64 years of age, not otherwise eligible for Medicaind do not have access to employer
sponsored insurance. In order to prepare for B¥&GA, as directed by IC 12-15-44.2, the State
proposes to begin to make eligibility changes tordmate with the PPACA provisions starting
on 10/1/2013. From 1/1/2013 to 9/30/2013 incomenfw applicants and redeterminations will
be calculated using the current income calculgtimtess. The proposed eligibility regulation
states that it is considering allowing states toveot to modified adjusted gross income (MAGI)
prior to 2014 using an 1115 demonstration. The éfonstration would like to take advantage
of this opportunity. To coordinate with Exchangen enrollment periods, income for new HIP
applicants will be calculated as of 10/1/2013 bameAGI. I1C 12-15-44.2 changes eligibility
to 133% FPL as of January 1, 2014, from 10/1/201B82%31/2013 HIP applicants will continue
to be eligible to 200% FPL based on MAGI. The tatian also prevents individuals from being
excluded for coverage due to a MAGI calculatiompto March 31, 2014. Indiana believes that
implementing MAGI for HIP consistent with the opemroliment period increases operational
effectiveness; however, to maintain consistenci wie proposed regulation Indiana will allow
individuals found ineligible, to also be revieweaskd on the current eligibility process between
October 1, 2013 and March 31, 2014.

The State will prepare to transition HIP membees #re above 133% FPL to the Exchange
(federal or state). Indiana proposes to schedsfeaial redetermination period for all HIP
enrollees that current eligibility information idites are over 133% FPL in January, 2014. At
this point all enrollees will have their eligibilitedetermined based on MAGI; please see the
transition plan in Section 9 for more details.
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Section 6.1 Populations Ineligible for HIP

Individuals eligible for services under traditiomdédicaid are described below. None of these
populations will participate in HIP and therefonene of these populations will have POWER
accounts.

Table 8: Current Medicaid Populations Ineligible fa HIP

1. Mandatory categorically needy low-income familiesl @hildren eligible under section
1925 for Transitional Medical Assistance

2. Mandatory categorically needy poverty level infagligible under 1902(a)(10)(A)(i))(1V)

3. Mandatory categorically needy poverty level chitdegged 1 up to age 6 eligible under
1902(a)(10)(A)(i)(VI)

4. Mandatory categorically needy poverty level chitdegged 6 up to age 19 eligible unde
1902(a)(10)(A)()(VII)

=

5. Optional categorically needy poverty level pregnaaten eligible under
1902(a)(10)(A)(ii)(IX)

6. Optional categorically needy poverty level infaaligible under 1902(a)(10)(A)(ii)(IX)

7. Optional categorically needy AFDC-related famileasl children eligible under
1902(a)(10)(A)(ii)(1)

8. Mandatory categorically needy low-income parengilde under 1931 of the Act
9. Mandatory categorically needy pregnant women degitmder 1902(a)(10)(A)(i)(IV) or
another section under 1902(a)(10)(A)(i):

10. Individuals qualifying for Medicaid on the basisldindness

11.Individuals qualifying for Medicaid on the basisdi$ability

12.Institutionalized individuals assessed a patientrdoution towards the cost of care 1902

(f)

13.Individuals dually eligible for Medicare and Medid442 CFR 8440.315)

14. Children receiving foster care or adoption asst#amder title IV-E of the Act

15.Women needing treatment for breast or cervical @amho are eligible under
1902(a)(10)(A) (i) (XVIII)

16.1llegal or otherwise ineligible aliens who are oolyvered for emergency medical
services under section 1903(v)

Section 6.2 Populations Eligible for HIP

The populations described below in Table 9 arecthieent HIP eligible populations that will be
covered through October 2013. Due to PPACA impleateon and changes to IC 12-15-44.2
eligibility for HIP will change between 2013 and120 Table 10 notes the revised eligibility that
will be effective 1/1/2014. Details about howgbesligibility changes will be implemented can
be found in the transition plan.
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Table 9: Healthy Indiana Plan (HIP) Program Eligibility January 1, 2013 to December 31,
2013.

FPL and/or other qualifying criteria
Demonstration

Description *MAGI income calculation begins Eligibility
10/1/2013 consistent with Exchange | Group
open enroliment period

Demonstration Eligible Groups
January 1, 2013 to December 31, 2013
Custodial parents and
caretaker relatives currently
excluded from the Medicaid
State plan who have been
uninsured for at least 6
months, and who are not
otherwise eligible for
comprehensive Medicaid
benefits or Medicare.

Income up to the AFDC income limit
for the particular family size as Parents and
indicated in the State Plan with Caretakers

resources in excess of $1,000

Custodial parents and
caretaker relatives of
children eligible for Income above the AFDC income
Medicaid or CHIP who limit for the particular family size as
have been uninsured for at| indicated in the State Plan and up to|
least 6 months, and who are and including 200% FPL; no resourg
not otherwise eligible for limit.
comprehensive Medicaid
benefits or Medicare.

Parents and
o Caretakers

Non-custodial parents and
childless adults (19-64) wh
do not meet the criteria of
HIP Caretakers, who have
been uninsured for at least|6
months, and who are not
otherwise eligible for
comprehensive Medicaid
benefits or Medicare.

O

0% FPL through 200% FPL; no
resource limit. At no point in time Non-caretaker
may the number of individuals Adults

exceed 36,500.
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October 1, 2013 the State will begin to determiligglality based on MAGI. Non-caretakers
who meet the criteria for Medicaid eligibility undidae PPACA, but who cannot enroll directly
in HIP due to the non-caretaker enrollment cap llenrolled in HIP coverage effective
January 1, 2014 and placed on a waitlist. Theiremuents that an individual have been
uninsured for at least six months and not havesactteemployer sponsored insurance are
removed from the HIP eligibility criteria effectilanuary 1, 2014. Individuals who apply
between October 1, 2013 and Decembé} 3013 and are otherwise eligible but ineligible du
to these criteria will be granted coverage effectlanuary 1, 2014.

Table 10: Healthy Indiana Plan (HIP) Program Eligbility January 1, 2014 to December
31, 2015

Demonstration Consistent with
- FPL and/or other - below group(s)
Description o . o Eligibility :
qualifying criteria Group(s) prior to January
1, 2014
Demonstration Eligible Groups
January 1, 2014 to December 31, 2015
Adults Parents and
_ ) Caretakers,
Income under 133% (As described in | \o-Caretaker
Adults ages 18 to 64 | FPL per the Modified | the noticed of Adults
who are not otherwise Adjusted Gross Income | Proposed
eligible for (MAGI) guidelines with | rulemaking at
comprehensive 5% disregard, payment | 435.119 “the
Medicaid benefits or | of POWER account adult group”,
Medicare. contribution, no resource Parents/caretakers
limit below 23% FPL
will not be in
HIP.)

6.3 Eligibility Exclusions
Between January 1, 2013 and December 31, 201%t#te will maintain eligibility as in the
current waiver. As such, individuals are excludedr HIP eligibility if:

* They are eligible for comprehensive Medicaid urttierState Plan (see Table 8) with the
exception of the forthcoming family planning option

* They are eligible for Medicare.

* They have income in excess of 200% FPL.

* They have access to an employer-sponsored heatth pl

35



HIP 1115 WAIVER RENEWAL APPLICATION

* They are currently enrolled in a health insuranog@am.

* They are excluded from HIP eligibility for 12 mostl they fail to pay a POWER
account contribution within 60 days; not inclusofehe first POWER account
contribution.

To align with the Exchange enroliment period, stgrOctober 1, 2013, the State will begin to
use MAGI income calculation to determine HIP eliijp. Between October 1, 2013 and
December 31, 2013 HIP applicants disqualified fiéiR coverage due to access to employer-
sponsored health plans, insurance in the last entims, or enrollment in a health insurance
program but otherwise eligible for HIP will be eled in HIP coverage effective January 1,
2014. During this same period, non-caretakers vemmat be immediately enrolled due to the
enrollment cap will be granted coverage effectamuary 1, 2014 and placed on the waitlist.

Starting January 1, 2014 the income qualificatmmHIP will change to be consistent with the
requirements in IC 12-15-44.2. Formerly HIP ellgimdividuals over 133% FPL will be
eligible for tax-credits in the Exchange as of dagu, 2014. From January 1, 2014 to
December 31, 2015 individuals will be excluded frai® eligibility if:

» They are eligible for another Medicaid categoryemitie State Plan (see Table 8), with
the exception of the forthcoming family planningiop.

* They are eligible for Medicare.

* They have MAGI in excess of 133% FPL (138% with &@&yegard).

» They are excluded from HIP eligibility for 12 mostl they fail to pay a POWER
account contribution within 60 days; not inclusofehe first POWER account
contribution.

The State will be submitting a family planning aptiState Plan Amendment (SPA) per the
direction of the Indiana General Assembly. HIRjieiiity indicates that a person cannot be
eligible for other Medicaid programs. The familampning aid category eligibility criteria will
overlap with the HIP eligibility criteria. Theref®rwe wish to clarify in the waiver that
individuals eligible for the family planning aidtegory are not ineligible for HIP. The family
planning option does not provide comprehensive oadiervices rather coverage is limited to
family planning services and products only. Wiifeapplicant may be eligible for both
programs, an individual can only participate in ofi¢he programs; HIP or the family planning
SPA. Persons participating in HIP have accessitapcehensive medical services including
family planning, as long as they make their POWIEBbant contributions. An individual may
participate in the family planning optional categand receive family planning services
without any contribution. The purpose of this pylis to ensure that barriers are not erected for
individuals to elect the coverage that is righttfeem, whether that be family planning or HIP.
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6.4 The Exchange and HIP

At this time, Indiana has not yet determined will pursue a state-based Exchange (HIX), or
whether it will cede this function to the federalvgrnment. If it does pursue an Exchange,
individuals that use the HIX and are determineddaligible for Medicaid under the new Adult
group will be allowed to select their HIP plan frolhe HIX website. HIP eligibles would be
provided with quality data that may be comparablquality data that is provided for the private
non-Medicaid health plans, or with other qualityadtnat is required by the Medicaid MCEs.
The State will consider allowing individuals thadome eligible for a premium tax credit to
apply their portion of the remaining POWER accdunids toward purchase of their private
health plan. The State will consider facilitatwinthis transfer should it pursue an Exchange.

6.5 Special Redetermination Period

Based on the Indiana Code, the income standardslochange January 1, 2014. HIP will
initiate a special redetermination period startiaguary 1, 2014 for all individuals that current
eligibility information shows may have income incess of 133% FPL based on MAGI.
Individuals who are determined ineligible for HIRded on income will assisted with screening
for eligibility for premium tax credits and in puisg coverage options through the Exchange
(state or federal). Please see the transitionipl&®ction 9 for more details.

6.6 Enrollment Limit

The original State HIP legislation was explicitttkHP is not an entitlement program, and that
the State may not enroll new participants if revemsnfrom the cigarette tax cannot support
additional clients. The waiver contemplated acimgthis by means of (1) eliminating the
disregard for HIP caretakers and (ii) placing arolment cap on HIP adults. (See approved
STC 21 and 22). While the State has been ablentbdnrollment for HIP adults, the
maintenance of effort provisions in the ARRA and BPACA have temporarily prohibited the
State from eliminating the disregard for HIP caketa. For purposes of the MAGI conversion,
the State seeks authority to use its state plaamedimit, not the limit with the HIP

disregards. The State also seeks a waiver ofd@etfi02(a)(10)(a)(l)(VIII)(i) to permit it to

limit enroliment to individuals who would have ntae State's income limits for HIP caretakers,
without the waiver disregards, in the event thatestevenues from the cigarette tax are not
sufficient to support the new population.

Section 7: Benefits
The benefits provided by HIP are described below.

HIP offers the following coverage:

1) A basic commercial benefits package once annualaalecbsts exceed $1,100.
2) A POWER account valued at $1,100 per adult to paynitial medical costs. The
POWER accounts provide incentives for participaotgtilize services in a cost-
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efficient manner. HIP members make monthly contrdns to their POWER
accounts depending on their income level and tate $tinds the remainder of the

account.

3) $500 in “first dollar” preventive benefits; thesertefits are at no cost to HIP
members and will not deplete their POWER account.

Table 11: HIP Benefits

Benefit

Limits/Inclusions (as applicable)

Inpatient Facility

Medical/Surgical

Mental Health/Substance Abuse

Covered same asthayservice

Skilled Nursing Facilities

Subject to a 60-day nmanim

Outpatient Facility

Surgery

Emergency Room

Co-payment for services determiode thon-
emergency : $6 for adults 100% FPL to 133¢
FPL, $3 for adults up to 100% FPL

Urgent Care

Physical/Occupational/Speech Therapy

25-visit ahmaximum for each type of
therapy

Radiology/Pathology

Pharmacy and Blood

Generic preference, brands etlamvhen no
generic is available

Professional Services

Inpatient/Outpatient Surgery

Inpatient/Outpatient ER Visits

Office Visits/Consults

Preventive Services

At least $500 annual firstadaibverage
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Physical/Occupational/Speech Therapy

25-visit ahmaximum for each type of
therapy

Radiology/Pathology

Outpatient Mental Health/ Substance
Abuse

Covered the same as any other illness

Ancillary Services

Prescription Drug

Brand name drugs are not coveteste a
generic substitute is available

Home Health

Excludes long term care.

Hospice

Emergency Transportation

Durable Medical
Equipment/Supplies/Prosthetics

Family Planning Services

Excludes abortion or atamients. Includes
contraceptives and sexually transmitted dise
testing as described in Medicaid law (42 US
1396).

ase

Lead Screening Services

Under 21 Years of Age

Hearing Aids

Federally Qualified Health Center (FQHC
and Rural Health Clinic (RHC) services

l)Subject to the HIP benefit coverage limits

Disease Management Services

The benefits package for HIP is not benchmark exdent, as it does not cover dental, or vision

services, maternity and non-emergency tran

spontatinl includes a $300,000 annual,

$1,000,000 lifetime limit. Milliman Inc conductea @analysis comparing HIP to a benchmark
benefit plan included as an attachment. Currehtli, has waivers for the requirement to offer
these services and seeks continuation of thesesrgaiv

The new legislation provides the Secretary of titekdna Family and Social Services
Administration the ability to adjust the HIP bengfio be in line with the new benchmark
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benefits that are expected to be released by ClM&is waiver extension application, we are
not requesting any changes to the HIP benefit gagkas the benefit requirements for the newly
eligible are unknown. However, as more informati@comes available the State will work with
CMS to assure that the HIP benefit package andfibéimets meet the requirements of the
benchmark plan guidelines.

Additional guidance is needed around maternity caaye. Currently, when an individual in HIP
becomes pregnant they are transferred out of HNRedicaid for the duration of their pregnancy
and afterwards they can reenroll in HIP. The PPAGK maternity coverage and newborn care
as a required essential benefits in §1302(b)(1)(@wever, when defining those eligible for
Medicaid’s benchmark coverage plan in 82001(a)(L)}€ provision excludes those who are
pregnant as they are already eligible for Pregndtegticaid. Indiana would be willing to

include pregnant women in the HIP program to mantantinuity of coverage under one
program and to suspend cost sharing requirementedaluration of the pregnancy. The state
seeks guidance from CMS on this provision and rsigugarification on what programs can
enroll pregnant women under 133% FPL with the 5é6imne.

Section 8: Cost-Sharing

Currently, HIP utilizes two forms of cost sharimigyst it requires copayments for non-
emergency ER visits. Second it requires individualcontribute to their POWER accounts.
Collectively, the State assures that individuals\domake contributions that exceed 5% of their
income. Contributions to POWER accounts are usgay for health care services received
before the deductible is met. POWER account domtions are made on a sliding fee scale
basis and are detailed below. Caretakers, consisith the CMS standard, do not pay more
than 5% of their annual income in combined costisggPOWER account contributions and
ER copays). Caretakers make required POWER accoutributions on a sliding scale up to
only 4.5% of their income, leaving room for anygmial ER copays. Non-caretakers in the
current HIP program have up to 5% for their reqiiPF©OWER account contribution and pay a
flat $25 for all non-emergency ER visits.

Independent legal analysis of the HIP POWER accoontributions—included as an
attachment-- indicates that POWER account coniohsatshould not be classified as premiums.
Section 1916A of the Social Security Act definesefpium” to include “any enroliment fee or
similar charge.” The enrollee contribution to P®WER account is not an “enrollment fee;”
rather, it is a contribution towards the $1,100 antan the account. In that way, it is closer to
either a deductible or co-insurance (although kentihose two, it does not relate to a particular
service at the time it is paid). Unlike a premipayment, HIP enrollees continue to own their
required contributions and in the event of disdmeht from the program any of their remaining
contributions are returned to them.
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Per CMS rules for HIP caretakers, the total aggeegmount of (1) POWER account
contributions, (2) HIP copayments, (3) Medicaidtsisaring requirements, and (4) CHIP cost
sharing requirements may not exceed 5% of famipmne. If a member approaches the cost
sharing limit, the health plan verifies the membaost-sharing documentation, and then notifies
the HIP program manager that the member has redbbd® maximum contribution amount
and the date it occurred. The member is not requogay any further POWER account
contributions or ER co-payments for the rest oftBemonth benefit period. Member handbooks
were modified in 2009 to clarify that members musintain their receipts and document their
out-of-pocket costs. Members self-monitor and refmwthe program that they have reached 5%
of their income in cost-sharing requirements. @dorward OMPP is working on an automated
process that will monitor and verify members spegdin POWER account contributions, CHIP
premiums and copayments and ensure that these ptsyd@not exceed 5% of income.

8.1 Copayments

Overall, copayments will change to accommodatendve status of non-caretakers as indicated
by the PPACA. Since HIP eligibility will align witthe PPACA Medicaid expansion group in
2014, those over 133% FPL will no longer be eligifdr HIP as of January 1, 2014.
Copayments for non-emergency use of the ER ardagisgh below, after 2014 and PPACA
implementation the higher copayment for HIP Adwitk be eliminated, as at that time they
become a categorically eligible Medicaid group.

Table 12: Waiver Extension Demonstration Year 6 CdsSharing January 1, 2013 to
December 31, 2013 (current HIP waiver)

Population Non-Emergency ER Use Power.Acc?ount
Co-Payment Amount Contribution
HIP Caretakers With Incomes
Above the AFDC Income Limit as $3 per visit Not more than 2% of
Indicated in the State Plan through income
100% FPL
HIP Caretakers Above 100 % $6 per visit

0, 0, i
through 150% FPL 3% to 4% of income

Lower of 20 percent of the
cost of the services provided
during the visit, or $25

Not more than 4.5% of
income

HIP Caretakers Above 150 %
through 200% FPL

2% to 5% of income based

HIP Adults $25 per visit on FPL
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Table 13: Waiver Extension Demonstration Year 7 & 8ost Sharing January 1, 2014 to
December 31, 2015

Population Non-Emergency ER Use Power Account
P Co-Payment Amount Contribution
Adults With Incomes Above the
AFDC Income Limit as Indicated in $3 per visit Not more than 2% of income

the State Plan through 100% FPL
based on MAGI

Adults Above 100 % through 133% $6 per visit

0 0 1
FPL based on MAGI 3% to 4% of income

8.2 POWER Account

The POWER account is an HSA styled account thatét#i®llees use to cover HIP’s $1,100
deductible and is the centerpiece of the HIP plarthe majority of cases both enrollees and the
State contribute to the POWER account. Since égnining of the HIP program between 20%
and 35% of POWER accounts have been fully fundetthéystate as the individuals were not
required to pay a POWER Account contribution. Tomerstone of the HIP program is to
promote personal responsibility and consumeristherhealthcare system and including non-
contributors in the program is contrary to the paog's goals; these individuals have no “skin in
the game” or incentive to be cost conscious conssime

The HIP program emphasizes personal responsikalitgt,the vast majority (92%) of POWER
account contributors pay their POWER account cbations on time. HIP enrollees who do not
pay any contributions are not expected to havesdnge degree of personal responsibility as they
cannot be disenrolled for failure to pay a conttidiu Potentially related to the paying of
contributions, these non-contributors have higlmer-emergency use of the ER (66.8 visits per
1000 enrollees vs. 34.7 visits per 1,000 enrolfeesontributors). The utilization differences
between contributors and non-contributors sugdedtgaying a contribution may impact care
seeking behavior.

As discussed previously, HIP has not experiencetlpms with affordability, and a
Mathematica survey of HIP members found of establismembers that 69% of contributors
consider the amount of their POWER account contiobuto be ‘just right’, while 7% indicate
they could pay an even greater contribution; 17étcate the contribution is a little too much
and only 5% of HIP established enrollees felt themtribution was far too mué.Under HIP,
employers are also able to contribute 50% of aividdal's required contribution.

During the 2010 legislative session, the Indiamgslature modified IC 12-15-44.2. These
modifications include language that requires membzicontribute a minimum amount to their

" Results from Mathematic 2010 Survey of HIP Members
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POWER account to ensure that all individuals ar&ingacontributions and have the appropriate
consumer incentives, or “skin in the game.” Thaimum amount required is an annual
contribution of $160 but not more than 2% of incdimean enrollee under 100% FPL, 3% of
income for and enrollee from 100% to 125% FPL a¥dof income for an enrollee 125% to
150% FPL. The percentage limits in the enablingslagon may prevent very low income adults
from making the full minimum contribution. Tabld indicates the proposed POWER account
contributions. Individuals will contribute the r@ged minimum monthly contribution until they
meet their income limit and then required contrids for those individuals will be suspended.

Table 14: POWER Account Contributions

Minimum Maximum Estimated Estimated
Annual POWER POWER maximum maximum
Household Account Account annual/monthly | annual /monthly
Income Contribution | Contribution contribution contribution
Individual Family of 4
All enrollees | $160 annually] Not more than
less than 25%| but not more | 2% of income
FPL than 2% of $54.46/ $13.33 $111.76/ $13.33
annual
income
All enrollees | $160 annually] Not more than

between 25%
and 50% FPL

but not more
than 2% of
income

2% of income

$108.90/ $13.33

$223.50/ $18.63

All enrollees
between 50%
and 75% FPL

$160 annually,

Not more than
2% of income

$163.36/ $13.61

$335.26/ $27.94

All enrollees | $160 annually, Not more than
between 75% 2% of income i
and 100% $217.80/ $18.15 $447.00/ $37.25
percent FPL
All enrollees | $160 annually, Not more than
above 100 3% of i
through 125 income. $408.39/ $34.03 $838.14/ $69.8!

percent FPL

\>J

All enrollees
above 125

through 133
percent FPL

$160 annually,

Not more than
4% of
income.

$579.35/ $48.28

$1,100/ $91.67

Year 1: January 1, 2013 to 2014 redetermination for below populations on HIP (Below
populationswill be transitioned to the Exchange in 2014. Please seetransition in Section

9 plan for details).

All enrollees
above 133
through 150

$160 annually,

Not more than
49 of
income.

$653.4/ $54.45

$1,100/ $91.67
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percent FPL

HIP Caretakers $160 annually Not more than
above 150 4.5% of
through 200 income. N/A $1,100/ $91.67
percent FPL

HIP Adults | $160 annuallyy Not more than
above 150 5% of income
through 200 . $1,089/ $90.75 N/A
percent FPL

The new legislation also allows not-for-profit e¢ia$ to make up to 75% of an individual’s
required contribution. Individuals who receive sporship from not-for-profits may pay less
than the displayed minimum contributions. Enrollpag their contributions in equal monthly
installments, and are also permitted to pay thigeeatim up front.

For those members who do not currently contribamel, who will be required to start
contributing on their first redetermination periaiter January 1, 2013 the State has developed a
transition plan described in detail in the nextisec

The State will continue to ensure that the POWEeawt is fully funded from the beginning of
individual enroliment and will continue to make ¢outions to ensure that the deductible can
be met if expenses occur at the beginning of thellement period. Health plans are required to
collect the POWER account contribution from indivads, and individuals will not receive HIP
coverage until the first day of the coverage maitér the first contribution. This is the current
policy and the State requests no changes to this.

Employers may pay 50% of a members required cauitob, and not-for-profits may pay 75%
of a member’s minimum contribution. HIP membeia truggle to pay the required minimum
contribution will be able to seek employer or nanfp support.

The required minimum contribution of $160 represés® of income for an individual making
$3200 a year, or 29% FPL. IC 12-15-44.2-11 thataios the language instituting the minimum
contribution also contains language that limits mmaxn contributions. The language from IC
12-15-44.2-11 concerning the minimum contributiequirements and limiting maximum
amounts is excerpted below.

At least one hundred sixty dollars ($160) per yaad not more than the following
applicable percentage of the individual's annuali$ehold income per year, less any
amounts paid by the individual under the Medicaioigpam under IC 12-15, the children's
health insurance program under IC 12-17.6, andNteslicare program (42 U.S.C. 1395 et
seq.) as determined by the office:
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» Two percent (2%) of the individual's annual houdeliiwcome per year if the
individual has an annual household income of natentban one hundred percent
(100%) of the federal income poverty level.

* Three percent (3%) of the individual's annual hdwdé income per year if the
individual has an annual household income of mbesmtone hundred percent
(100%) and not more than one hundred twenty-fiveqre (125%) of the federal
income poverty level.

* Four percent (4%) of the individual's annual houslehincome per year if the
individual has an annual household income of mbesmtone hundred twenty-five
percent (125%) and not more than one hundred pitgent (150%) of the federal
income poverty level.

* Five percent (5%) of the individual's annual housldlincome per year if the
individual has an annual household income of mbestone hundred fifty percent
(150%) and not more than two hundred percent (200Pthe federal income
poverty level.

To track entire family spending on Medicaid sergideéSSA is implementing a process to
automatically monitor member expenditures and enthat POWER account contributions,
CHIP premium payments, and copayments never eXa#eof a member’s income in line with
CMS guidelines. Currently, members must trackrtbein spending and report when they have
reached the 5% limit. In the event that a HIP mentitas exceed 5% of their income but has not
met the minimum contribution requirement, the Staitesuspend the POWER account
contribution requirement and ensure the POWER atdseuully funded.

Section 9: HIP 1115 Waiver Renewal Transition Plan

OMPP has developed a transition plan for two séesabased upon CMS’ approval or denial of
the HIP 1115 demonstration waiver extension. ShthédState’s waiver request be denied, the
State will begin dismantling the HIP program in @912 as described in Plan B. If the waiver
is approved, the State will proceed with Plan A.

Plan A: 1115 receives approval for three year extaion (2013, 2014 & 2015)

Once the State receives approval from CMS, FSSPpwhlish a press release and notify all
legislators of the waiver approval and the plantter program going forward.

The changes addressed in this transition plan,iwdirectly affect HIP members, are (1) the
reduction of the upper eligibility threshold frorfi@%6 FPL to 133% effective January 1, 2014,
(2) the requirement of a minimum member POWER agtoontribution of $160 annually
(subject to a 5% income limit) or approximately $t8nth, and (3) the option for not-for-profit
entities to contribute up to 75% of an individuati®nthly POWER account contribution. “Plan
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A” addresses the continuation of the waiver arglisdivided to address several populations
affected by changes to the 1115 waiver from itginal demonstration to the proposed structure
in this waiver extension. “Plan A” populations are:

(1) Per IC 12-15-44.2 and the Affordable Care A&atrent HIP members between 133%
FPL and 200% FPL who will no longer be eligible KiP coverage in 2014, but will be
eligible for an Exchange product.

(2) HIP currently operates a waitlist for approxtetg 50,000 non-caretaker adults. It is
assumed that these individuals will be eligibledaroliment in HIP or an Exchange
product and tax subsidy in 2014.

(3) HIP members who currently make no contributitmgheir HIP POWER accounts
(“zero contributors”) due to current income cougtiequirements, but will be required to
contribute $160 annually beginning at the stathefr renewal period in 2013, as
required by State statute.

(4) HIP members under 133% who will maintain HIRjiellity, but may be affected by
the $160 annual contribution to the POWER accolimse members are currently
contributing less than $160 annually.

Trainings will take place with the MCEs: Anthem, Mi3e, and MHS as well as provider and
other community based organizations. The goah@trtainings is to prepare key stakeholders
for the upcoming changes so they may begin plan@aisgecessary, to best assist HIP members
in the transition. Information will be available &SA’s HIP websitewiww.HIP.in.goy).

(1) Current HIP members between 133% FPL and 200% FPL

A waiver extension for three years will result mgram changes at the end of demonstration
year six/renewal year one for current members bEtvi83% FPL and 200% FPL. These
individuals will become eligible for Exchange subes beginning January 1, 2014 and per
Indiana code would no longer be eligible for thé&Hpending CMS approval of the eligibility
threshold. The September release of the noticeapigsed rulemaking for 42 CFR Parts 431,
433, 435, and 45Nledicaid Program: Eligibility Changes under the éstfable Care Act of
2010relating to modified adjusted gross income (MAGtgte the following:

“Proposed §435.603(a)(1) and (2) set forth thesbasd scope of this section. At proposed
8435.603(a)(3), we implement 1902(e)(14)(D)(v)ra# Act, as added by section 2002(a) of the
Affordable Care Act, which specifies that, in detéring ongoing eligibility of individuals
enrolled in the Medicaid program as of January0lL4? the financial methodologies based on
MAGI shall not be applied until the next reguladgheduled redetermination of eligibility after
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December 31, 2013 or March 31,2014, if such indiglcbtherwise would lose eligibility as a
result of the shift to MAGI-based methodologiesdrefsuch date.”

As of January 1, 2014 individuals between 133% 2016 FPL will no longer be eligible for
HIP eligibility as a result of the HIP change ir thligibility threshold effective on that day, not
as a result of a change to MAGI calculation. Tdlfving is proposed for individuals between
133% and 200% FPL, who are enrolled in HIP. In kegmvith the philosophy that those under
133% FPL will be enrolled in Medicaid and over 13B®L will be enrolled in a Qualified

Health Plan with tax subsidies, the transition ptasdifies the redetermination period, such that
individuals enroll in a QHP early in 2014. Thismpleduces duplication of services offered
through multiple programs. The plan for transitianindividuals between 133% and 200% FPL
is as follows:

e Prior to July 2012 - Upon waiver extension apprdu@in CMS and no later than
July 1, 2012, FSSA will commence putting togethehange package for the Indiana
Client Eligibility System (ICES) and the claims @, MMIS, to reflect the
eligibility threshold change, effective Januarp@}14.

* For individuals enrolled in HIP above 133% FPL unclerent eligibility standards,
a special redetermination period will commence aand, 2014. Letters will be sent
to individuals identified as between 133% and 2(PA, by October 2013,
notifying them of the special redetermination date of their potential eligibility for
coverage through the Exchange. This process dlignsedetermination dates with
Exchange enrollment periods.

* October 1, 2013 - A letter regarding changes tdtteprogram will be mailed no
later than October 2013 to HIP members between 1833®200% FPL notifying the
member that based on the income information thie $t@s, the member may lose
HIP eligibility if, at redetermination, their inate remains over 133% FPL. The
letter will note that a second letter will be mdiley January 1 advising the member
to complete the redetermination, how to comple¢erédetermination, and if found
ineligible for HIP but eligible for a tax subsidyow to enroll in an Exchange
product.

* October 1, 2013 - A letter will be sent to all diment centers informing them of the
changes to the program for individuals between 188% and 200% FPL and how
to assist an individual in enrolling in an Exchamgeduct

* The State will develop online training materials $takeholders to assure there is
widespread communication about the changes.

e January 1, 2014 — Redetermination letters will laled to individuals above 133%
FPL based on MAGI. Individuals will have 60 daysctimplete their
redetermination. If found eligible for HIP, theyliwiemain enrolled in HIP. If

47



HIP 1115 WAIVER RENEWAL APPLICATION

income remains above 133% FPL based on MAGI ateeaiénation, these
individuals will be referred for tax subsidy screen
o Phone numbers will be provided in the letters tmwteMCE as well as the

Exchange, such that individuals could begin selggbroducts once they
receive their eligibility determination from thea®. While no decisions
have been made, the State may consider requiringMg offer a
comparable product to HIP on the Exchange. Cugeae HIP program
requires that MCEs have a commercial product simtolddIP. Information
on other available Medicaid products and wherebtaio and submit an
application will be included in the letter.

The State will track the progress of the populatiod may also consider
outbound phone calls to members that have not nekgab

For individuals who are found eligible for a tavbsidy, the State will
consider directing remaining non-state contributatances in POWER
account contributions to a health savings accoH®\s) if the member
selects a high-deductible health plan (HDHP), attmahe member to use the
non-state balance towards the purchase of an Egehalan, alternatively the
balance will be returned to member as is the ctipstess. The MCEs will
hold any balance for six months after reconciliatid the POWER account.

March 15, 2014 — Termination letters will be senHiP members who did not
complete their redetermination. These letters wdlude information on how to
enroll in an Exchange product or reapply for HIP.

(2) Individuals currently on the HIP waitlist

The State will take steps necessary to inform iddials on the HIP waitlist that they will be
eligible for HIP or an Exchange product in Januz0g4.

October 2013 — At the time of the Exchange openlenent, ICES will issue letters to
individuals on the HIP waitlist, in batches, stgtthat they may be eligible for HIP and that
there will no longer be a waitlist for the programdividuals will need to reapply for the
program in order to prove they are still eligibfedawill need to file this application no later
than 45 days from the date of the letter. A phamalmer will be provided on the letter for
individuals to call should they have questions@edassistance. The enrollment broker
would be leveraged to assist with any returneeigtnd subsequent outreach to clients, as
noted in the prior section.

o

Case numbers of individuals who are sent applinatigitation letters will be flagged
in ICES so DFR will know who to process as waitéiipplicants.

In processing eligibility, access to employer spoed insurance and insurance
within the last 6 months will only disqualify indduals through December 31
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2013. Individuals with these disqualifications btiterwise eligible for HIP will be
granted coverage effective January 1, 2014.

o If application is received by DFR by the due dateh(in 45 days), but without all
required documentation to determine eligibilityeytwill complete the same follow
up to obtain verification.

o All applicants over 133% FPL will be screened fx subsidy eligibility, in
coordination the Exchange’s open enrollment periechm October 1, 2013 to
December 31, 2013 HIP will maintain eligibility ket¢ to 200% FPL; however, tax
subsidy screening for the eligible portion of th€kpopulation will promote
streamlined transitions to Exchange coverage fsrgbpulation.

» Coverage would not begin for non-caretakers detexcheligible for HIP until January 1,
2014.

(3) Current members who currently make no contributitondIP POWER accounts (“zero
contributors”)

* As soon as waiver approval is received from CMSASiill run a data query to
identify all HIP members who currently do not m&@®&WER account contributions.
A letter will be sent to these HIP members inforgiinem that they will be required
to make POWER account contributions beginning eir first redetermination after
January 1, 2013 and that employers may contribpit® 0% and not-for-profit
groups may contribute up to 75% of their monthlyrpant. Individual required
contributions will not be phased in until their eégrmination period.

* The State will also work with not-for-profit enes and community based
organizations to inform them of this recent change.

* The State will meet with the MCEs and other stakddrs to walk staff through the
program changes. MCEs will be asked to help coatdithe effort and to be
prepared to work with their members to make thesitan.

* Changes will be made to FSSA'’s eligibility and nlaimanagement systems
(MMIS). It will be particularly important to ensutkat no one has a zero
contribution and that the default contribution éver zero, but is at least $160
annually or approximately $13/month subject toitteome limits present in statute.

« After January 1, 2013 at each individual's appamedetermination period, the
individual will be given information regarding theiew POWER account and how
to appeal the decision.

» The appeal process for HIP will not change withwearenewal. Individuals will be
required to file an appeal in writing. Once thappeal is received and processed an
appeals hearing will be scheduled with Hearings/Apykals.

(4) Those under 133% who will maintain eligibility boaly be affected by the changes to the
POWER account rules, as their POWER account carttah may increase.
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The same process as described in item (3) wilbbevied, with the difference being that the
letters will be tailored to those who may have arge in the amount of their POWER
account contribution due to the minimum contribnti®he letters will continue to describe
the opportunity for not-for-profit participation.

Plan B: 1115 does not receive approval for 3 yeax&nsion & the program is dismantled

Should the State not receive approval to contiheeltl15 waiver, the State will begin
dismantling the HIP program by July 2012. The &till require at least six months of
preparation to ensure the transition runs smootfilye last day of the program will be
December 31, 2012. Appropriate steps will be takesnsure that all members are aware of the
closure of the program and of other options thafhrnbe available to them.

* Upon denial from CMS:

o FSSA will publish a press release and notify ait&tand Federal Indiana
legislators of the denial and the subsequent textioin of the program.

o Letters will be sent to all HIP members informihgmn that due to waiver denial
the program will end on December 31, 2012. Theistill note that HIP
members may continue to receive coverage for heakhservices through
December 31, 2012, should they continue to megibdlty requirements. The
letters will also contain information on other puats that could be available to
these members upon the closure of the program,asiother Medicaid
categories, ICHIA, the PCIP, and commercial insoean

o Letters will also go out to individuals on the HARitlist notifying them of the
closure of the program and the subsequent disagarite of the waitlist. The
waitlist will close and no additional individualdlibe placed on the waitlist.

o0 The above process will be repeated, to ensuretminunication is received.

0 The State will begin negotiations with the three B4Go amend their contracts to
terminate the HIP portion of their combined HHW &tié® contracts.

0 The State will develop a plan to utilize the renragndollars in the HIP fund.

0 Letters and bulletins will be sent to Medicaid pdw®rs, enrollment centers,
community based organizations and other key std#tetoof the change
informing them of the end of the program.

o FSSA will commence making necessary changes sigibility and claims
management system to ensure that members are &eahiand that no capitation
payments are made to health plans.

e July 2012 - FSSA will stop processing new HIP aggtions. Any application in process
will be denied due to termination of program. Red®iinations will cease, and
individuals will be left in the HIP program unthé end of the year. DFR staff will be
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trained to inform clients that HIP is no longeraption, and applications will be removed
from the website and local offices.

» December 2012 — Letters will go out to each HIP teninforming them that their
coverage was terminated; there will be no appghtsiassociated with this termination
as the program will have ended. The letters vathd the options that will be available
beginning in 2014 via the Exchange, other Medigai@rams, and the commercial
market.

Section 10: Evaluation reports

Mathematica developed an evaluation plan for Hifnduthe HIP initial demonstration period.
HIP is meeting its program goals and providing fualare to clients. During the extension
period Indiana expects to continue to make somefioation to the evaluation design and to
focus on new areas of study. Evaluation reportisess$ HIP’s progress on program goals in
addition to the evaluation questions present ifSpecial Terms and Conditions (STCs).

Evaluation reports will include evaluation on treddw HIP goals:
1. Reduce the number of uninsured low income Hoosiers.
2. Reduce barriers and improve statewide access tthloeae services for low income
Hoosiers.
Promote value-based decision making and persoaéthhresponsibility.
Promote primary prevention.
Prevent chronic disease progression with secorianention.
Provide appropriate quality-based health care sesvi
Assure State fiscal responsibility and efficient/agement of the program.

No o s

During the waiver extension period evaluation répuwiill continue to include responses to the
below STC evaluation questions:

1. What percentage of the potentially eligible popolaenrolls in HIP? How does the
percentage vary by major population subgroups EHRetakers, HIP Adults) and income
level?

2. What are the consequences of requiring HIP paantgpwith family income less than 150
percent of the FPL to pay monthly premiums? Howynaf these participants fail to make
their first POWER account contribution? How maifyh@se participants are disenrolled for
failure to pay their premiums?

3. To what extent has HIP impacted the uninsuraneeinaindiana?

4. To what extent has HIP reduced uncompensated cav&pd by Indiana’s federally funded
health clinics?

5. How many enrollees exhaust their POWER account geat? How many enrollees are able
to roll-over a sufficient POWER account balanceeuce their subsequent contributions?
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During the waiver extension period the State aisends to investigate if the minimum
contribution requirement effectively changes theeseeking behavior on current non-
contributors and encourages more cost consciousiogotion of health care services.

Section 11: Public Comment Period

This 1115 demonstration extension application fefildhe proposed rule for 1115 demonstration
applications and includes a public comment periddio public hearings were held for this 1115
waiver renewal, per the requirements under 42 C&fR431 and the rules proposed under PART
431 in the September 17, 2010 issue of the Fe&emgikter, 75 FR 56946 — 56961. Both
hearings were advertised on the FSSA website, l@atr@nic copies of all documents were
posted. The notice below was included in the InaliRegister October 12, 2011 and published
in the Indianapolis Star October 14, 2011 and putdmment sessions were conducted
November 14 and 16, 2011. A copy of this noticactuded in Appendix 1.

It is important to note that further public comrhen HIP as the vehicle for the Medicaid
expansion and for the changes to the program cwdawithin this waiver renewal has taken
place during 2011. Two hearings were held wherdipabmment was taken on Senate Bill 461
during the 2011 legislative session. One heariong fidace in the Senate Health and Provider
Services Committee and another hearing took platiee House Public Health Committee.
Additionally, Indiana submitted the requests camadiin this waiver as part of a State Plan
Amendment (SPA), which CMS unfortunately did nopigye. Public comment was taken
during the SPA submission process, and a hearisgheta on March 23, 2011. The majority of
testimony offered at that hearing was regardingthebenefit package. Thus, the requests in
this HIP 1115 waiver renewal have been thoroughbyipally vetted.

11.1 Public Comment Feedback

The two public hearings were held, as schedulecpabticized, on November 14 and November
16 at 1:30pm in the Indiana Government Center genfee facilities. There was no testimony
given or submitted at the Novembef™Hearing, and there was one attendee from therladia
Primary Health Care Association who did not offemenent. The hearing concluded at 1:45pm.
At the November 1B hearing, a representative from the Indiana Hokspiaociation attended
and presented comment in favor of the continuahtieeoHealthy Indiana Plan. Comment was
also received from the Indiana Academy of Physkiassistants on the November™.and was
included shared for the record at the Novemb&rearing. In their written comment, the
Indiana Academy of Physicians Assistants askeve Itheir own billing identifier and
increased participation in patient panels. Theiputdmment period was held open for another
week, and there was no further testimony was subdifA court reporter staffed both hearings,
and a transcript is available.

A hearing for the previously submitted State Planeihdment, requested to be effective January
1, 2014, was also held on March 23, 2011 at thehadGovernment Center South, 402 West
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Washington Street. The hearing was held as reqbyet? CFR 447.76. Seven people testified
at the public hearing.

Paul Chase of the Indiana AARP testified that tO\FER accounts and the 12 month penalty
period for failure to make a POWER account contrdsucreate a barrier to access care. Fran
Quigley also testified that the required POWER aot@ontributions create a barrier to
accessing healthcare services. Marsha Glass afrited States Lactation Consultants
Association urged the inclusion of lactation cotesutl services to the definition of the preventive
services in the benchmark benefit plan. Glennal8ttektified on behalf of the Indiana Podiatric
Medical Association and requested that routine éaoé and surgical treatment of
hyperkeratosis, metatarsalgia, subluxation of toel fand tarsalgia be included in the HIP
benefit package. Rachelle Davis on Syncare Indidswatestified that POWER account
contributions could prevent individuals from regetyneeded care, particularly pregnant
women. David Roos of Covering Kids and Familiesifiesl in support of Mr. Chase’s and Ms.
Quigley’s testimony on the HIP contribution requirents. Lastly, Pat McGuffey testified on
behalf of the Indiana Chiropractic Association tblairopractic services and spinal manipulation
should be included in the HIP benefit package

Section 12: Types of waivers being requested
The State is requesting the below waivers.

Title XIX Waivers

1. Amount, Duration, and Scope and Comparability Section 1902(a)(10)(B)
To the extent necessary to enable Indiana to Vergervices offered to individuals, within
eligibility groups or within the categorical eliggpopulation, based on differing managed
care arrangements or on the absence of managedrcangements. Individuals enrolled in
the Hoosier Healthwise program receive additiomaidfits such as case management and
health education that may not be available to dvhedicaid beneficiaries not enrolled in
Hoosier Healthwise.

2. Freedom of Choice Section 1902(a)(23)
To the extent necessary to enable Indiana to celie freedom of choice of providers for
the demonstration eligibility groups.

3. Reasonable Promptness Section 1902(a)(3)

Section 1902(a)(8)
To the extent necessary to enable Indiana to pitalenrollment for 12 months for
individuals in Demonstration Population 4 (HIP Gakers) and Demonstration Population 5
(HIP Adults) who are disenrolled for failure to neaROWER account contributions.

53



HIP 1115 WAIVER RENEWAL APPLICATION

To the extent necessary to enable Indiana to getayision of medical assistance until the
first day of the month following an individual’s$t contribution to the POWER account.

4. Methods of Administration: Transportation Section 1902(a)(4)
insofar as it incorporates
42 CFR 431.53
To the extent necessary to enable Indiana notsiaragransportation to and from providers
for Demonstration Population 4 (HIP CaretakersdDemonstration Population 5 (HIP
Adults).

5. Eligibility Section Section 1902(a)(10)(A)
To the extent necessary to allow Indiana not twigle medical assistance for
Demonstration Population 4 (HIP Caretakers) or Destration Population 5 (HIP Adults)
until the first day of the month following an indtiwal’s first contribution to the POWER
account.

6. Amount, Duration, and Scope of Services Section 1902(a)(10)(B)
To the extent necessary to permit Indiana to afddemonstration Population 4 (HIP
Caretakers) and Demonstration Population 5 (HIPI&jikknown as “the adult group” in the
proposed rule at 435.119, benefits that diffenfithe benefits offered to the categorically
needy group.

7. Income and Resource Test Secatitv02(a)(10)(C)(i)

To the extent necessary to enable Indiana to egdluads in the POWER account from the
income and resource tests established under StdtEemleral law for purposes of
determining Medicaid eligibility for Demonstratidtopulation 4 (HIP Caretakers) and
Demonstration Population 5 (HIP Adults). Indiand vequest this waiver for 2013 only. In
2014, asset tests will not be allowed under fedaral

8. Freedom of Choice Section 1902(a)(23)
insofar as it incorporates
42 CFR 438.52(a)
To the extent necessary to enable Indiana to peomidly one choice of plan for individuals
in Demonstration Population 4 (HIP Caretakers) Bathonstration Population 5 (HIP
Adults) who are identified as having certain higgkiconditions.

9. Retroactive Eligibility Section 902(a)(34)
To the extent necessary to allow Indiana to notidemedical assistance to Demonstration
Population 4 (HIP Caretakers) or to Demonstratiopufation 5 (HIP Adults) for any time
prior to the first of the month following an inddual’s first contribution to the POWER
account.
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10. Prepayment Review Section 190¢8¥)(B)
To the extent necessary to allow Indiana not taienthat prepayment review be available
for disbursements by members of Demonstration Rdjonl 4 (HIP Caretakers) and
Demonstration Population 5 (HIP Adults) to theioyiders.

11.Cost-Sharing Section 1916A
To the extent necessary to enable Indiana to chhargere POWER account contributions
and copayments up to 5% of family income for Denrati®n Population 4 (HIP Caretakers)
and Demonstration Population 5 (HIP Adults).

12.Dental and Vision Coverage for Certain HIP Caretakes Section 1902(a)(43
and HIP Adults

To the extent necessary to enable Indiana natveraertain vision and dental services
described in sections 1905(r)(2) and 1905(r)(3hefAct to 19 and 20 year-old members of
Demonstration Population 4 (HIP Caretakers) and @estmation Population 5 (HIP Adults).

13.Income Limit Section 1902(a)(10)(a)()(VI)(i)
To the extent necessary to enable Indiana to émibliment to levels that can be supported
by the state’s cigarette tax fund.

The current STCs grant HIP the below waivers. Jtae believes that these waivers are no
longer necessary for the HIP program and doesaaptast that their inclusion in the waiver
renewal.

1. Statewideness/Uniformity Section
1902(a)(1)

To the extent necessary to enable Indiana to tgp#dra Demonstration and provide
managed care plans or certain types of manage@lErsg, including provider-sponsored
networks, only in certain geographical areas.

2. Disproportionate Share Hospital (DSH) Payments Section 1902(a)(13)(A)

insofar as it incorporates Section 1923(c)j1
To the extent necessary to allow Indiana to digé# portion of DSH payments made to
hospitals to cover the demonstration population.

Section 13: Financing Reports
Please see attached financing report prepared tiynisin Inc.
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Appendix 1: Notice of Public Hearing
Notice of Public Hearing

Under 42 CFR Part 431 and the rules proposed UPART 431 in the September 17, 2010 issue
of the Federal Register, 75 FR 56946 — 56961, aasitiereby given that (1) on November 14,
2011 at 1:30 p.m. in conference rooms 1 and 2(2ndn November 16, 2011 at 1:30 p.m. in
conference room 4, at the Indiana Government C&uaath, Conference Center, 402 West
Washington Street, Indianapolis, Indiana, the Fa@md Social Services Administration will
hold a public hearing on a Medicaid 1115 waiveereal submission to the Centers for
Medicare and Medicaid Services to extend the detratien for the Healthy Indiana Plan (HIP)
for calendar years 2013-2015. The current 1115evas/set to expire on December 31, 2012.
As a result of the recent changes to Medicaid lity initiated by the PPACA and changes
authorized by the Indiana General Assembly at12215-44.2, the waiver renewal application
includes the authorized modifications to HIP, adl a® a request for HIP to serve as the
coverage vehicle for newly-eligible individuals wndhe PPACA Medicaid expansion.

The HIP demonstration project was approved in Désgra007, and the program began on
January 1, 2008. HIP currently covers non-disabbhdts between the ages of 19-65 who meet
the following qualifying criteria: income less thaf0% of federal poverty level (FPL), no
access to employer-sponsored insurance, and nih lee&lerage within the six month period
prior to application. The program includes a $1,8i6@uctible and creates Personal Wellness
and Responsibility (POWER) accounts to fund theudglle. Individuals are required to make
monthly contributions to the POWER account, andstiage funds the remainder of the account
to ensure the $1,100 deductible can be met. Minaopayments of $3, $6 or $25 are charged
for non-emergent utilization of the emergency roper, the current HIP program. In 2014, the
$25 copayment will be eliminated. HIP is delivekea risk-based managed care and provides a
basic commercial benefit package once medical exstsed $1,1000. Additionally, $500 in first
dollar preventive benefits are provided at no toshe individual.

There are seven program goals in the proposedWad&r application: (1) reduce the number
of uninsured low-income Hoosiers, (2) reduce besrand improve statewide access to health
care services for low-income Hoosiers, (3) pronvateie-based decisions making and personal
health responsibility, (4) promote primary preventi(5) prevent chronic disease progression
with secondary prevention, (6) provide appropratd quality-based health care services, and
(7) assure State fiscal responsibility and effitirmanagement of the program. HIP will be
evaluated based on progress towards these goals.

HIP currently covers approximately 41,000 individuaThe purpose of this 1115 waiver
renewal is to continue HIP for three years, the imar allowable time period, to use HIP to
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cover the individuals newly eligible for Medicaid 2014, and to make other PPACA-related
changes. Changes to the program in this waivensiie, authorized in I.C. 12-15-44.2, include:

* Arequirement for enrollees to make a minimum dbatron to their POWER Account
of $160 annually (but guarantees that individudlsmat pay more than 5% of their
income towards health costs).

* An allowance for not-for-profits to make up to 7%¥%a member’s required contribution
to the POWER Account and authorization for healémg to contribute to the POWER
Account to incentivize positive health habits. @umtlty, employers can make up to 50%
of an individual’'s contribution; this remains irapk with the addition of the
aforementioned provisions.

» Changes HIP eligibility levels to align with the RBA expansion limit of 133% of
federal poverty level (FPL) starting on Januar2d14. The current eligibility threshold
is 200% FPL.

In the first three years of the 1115 demonstrapianect, HIP covered 77,466 individuals.
Current enroliment for the program is approximatly000 individuals. With waiver approval it
is anticipated that, beginning in 2014 with the RIAAprovisions taking effect, a total of
192,000 parents and 164,000 adults will be enratigdiP. Changes to the budget neutrality
agreement have been made to reflect the Affordahte Act changes. Per the memorandum
included in this waiver application, “1115 WaiveRenewal Budget Neutrality Filing,”
expected expenditures are $2.3B, $3.9B and $412B:(and federal) in 2013, 2014 and 2015
respectively. The expected savings, respectivadythe waiver for each of those years, are
$150.1M, $487.5M, and $538.0M (state and federal).

The state will identify individuals under 21 yeafsage who qualify for Early and Periodic
Screening, Diagnosis and Treatment (EPSDT) seraindsassure that EPSDT services will be
provided to those individuals who qualify. In adiii, if an individual is recognized as part of a
Tribal Nation, the State assures that requiredceswvill be provided to qualified individuals.
The methods and standards for payment are consigitérthe current program: not less than the
federal Medicare reimbursement rate for the sesvirevided or at a rate of 130% of the
Medicaid reimbursement rate for a service that dmé¢dhave a Medicare reimbursement rate.

Copies of the HIP waiver renewal documents are onvile at the Indiana Family & Social
Services Administration, Office of the General Ceeln402 W. Washington Street, Room 451,
Indianapolis, Indiana 46204 and are open for pubBpection. The documents may also be
viewed atwww.in.gov/activecalenddry selecting the date(s) of the public hearingittéfr
comments may be sent to the aforementioned adtréiss attention of Bobbi Nardi or to
Barbara.nardi@fssa.in.gov through second hearingavember 16, 2011.
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